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In February, 1985, Shri Tarun Das expressed his inability to 
continue as a member of the Group on account of his other 
preoccupations. His request to be relieved of the member¬ 
ship of the Group was accepted. At the end of May, 1985, 

Shri J. Datta relinquished the Chairmanship of the Group and 
in late June, 1985, Shri B.N. Rangwani joined as a full-time 
member in place of Shri S. Venkatarama Iyer. Shri R.K. Chakrabarti, 
who functioned as Secretary, and Shri P.R.V. Ramanan were associated 
with the Group from .its inception. Shri J. Sridharan joined the 
secretariat in April 1985. 

The Group was assigned the following terms of reference:- 

"(i) To recommend to the Government of India the 

lines on which the Central Excise Tariff (First 
Schedule to the Central Excises & Salt Act, 1944) 
should be revised, with particular reference to - 

(a) the need for simplification and rationali¬ 
sation of the Tariff and assessment pro¬ 
cedures 'with a view to reducing the areas 
of conflict between the tax-payers and the 
tax collectors; 

(b) facility in collection of data regarding 
incidence of excise duty for policy formu¬ 
lation; and 

(c) alignment, to the extent possible, with the 
Tariff code of Customs and other statistical 
classification used by the Government in 
regard to industrial production, industrial 
licensing, import licensing etc. 

(ii) To review the pattern of exemptions and reliefs, 

particularly those aimed at encouraging small-scale 
and cottage industries, and 

(iii) To make recommendations for necessary legislative 
and administrative changes with a view to imple¬ 
menting the recommendations made by the Group and, 
especially to examine whether the First Schedule 
to the Central Excises and Salt Act, 1944 should 
be separately enacted as Central Excise Tariff Act." 
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Soon after its setting up, the Group decided to hold 
preliminary discussions with different bodies of trade and 
industry with a view to formulating the issues for a specific 
study and for preparing the questionnaire to be issued by the 
Group Accordingly, the Group met several Chambers of 
Commerce and Industry and Associations representing different 
industry interests. Based on these discussions, the Group 
issued a detailed questionnaire on 31st December, 1984 
(Appendix - P.2). Subsequently, the officers of the 
Departments of Customs and Excise were also addressed a 
separate questionnaire (Appendix - P.3). The Group also 
addressed letters to various administrative Ministries of 
the Government of India seeking their views on specific 
issues and suggestions. 

As many as 253 organisations (including individuals) 
responded to the questionnaire and 167 officers of the 
Departmehts of Customs and Central Excise gave their views 
and suggestions. 

After the receipt of replies to the questionnaires, the 
Group held meetings at various piaces, heard suggestions 
and views from a wide cross-section of people including 
representatives of trade, industry and senior officials of 
the Departments of Excise and Customs. 

The names of all those who responded to our questionnaires 
and sent their views in writing are given in Appendix - P.4. 
The names of Central Ministries, which sent written replies 
are given in Appendix - P.5). 

The Group has been considerably benefited by the sugges¬ 
tions it received from various quarters and it gratefully 
acknowledges the interest shown by them in the study entrusted 
to the Group. I would also like to express the Group's 
gratitude to the Directorate of Tax Research of Department 
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of Revenue, some of whose studies have been used by the Group 
and to the Directorate General of Inspection, Directorate of 
Publications, Directorate of Statistics and Intelligence and 
the Collectorates upon whose resources the Group had frequently 
to draw for logistic support and other assistance which was always 
readily extended. 

The Group owes its special thanks to Shri P.P. Khanna, 
Development Commissioner, Small Scale Industries, who was 
co-opted to participate in the deliberations of the Group on 
excise duty exemptions to the small-scale sector, and officers 
of his organisation, for giving an insight into the policy 
objectives in encouraging the small-scale industries and actively 
taking part in the Group's discussions on this aspect of the 
excise system. 

I would like to place on record the Group's sincere appre¬ 
ciation for the assistance provided by the small band of 
devoted workers - officers and staff who constituted its secre¬ 
tariat (Appendix - P.6), and, who despite the limitation of 
resources, enabled the Group to complete its task on time by 
cheerfully putting long hours of work, even on holidays without 
demur. Credit for this must go to the leader of the team, 

Shri R.K. Chakrabarti and his indefatigable team-mates, Shri 
P.R.V. Ramanan and Shri J. Sridharan. With the span and depth 
of their knowledge, deep understanding of the issues involved, 
practical experience of excise administration and rich background 
of Directorate of Tax Research, each of these officers made 
valuable personal contribution to the deliberations of the 
Group and rendered commendable assistance in drafting and fina¬ 
lisation of the report. 

My esteemed colleagues on the Group, displaying great 
patience in discussions and understanding and appreciating 
differing view points brought to bear on its working, the benefit 
of their rich knowledge and background. Dr. Charan Wadhva with 
his erudite and academic background, Shri N.T. Srinivasan with 
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his vast and varied experience and background of BICP 
studies, Shri B.N. Rangwani with his long 7 intimate knowledge 
of Central excise administration, its law and procedure, 
greatly enriched the deliberations of the Group with their 
contribution in analysing the issues and offering construc¬ 
tive suggestions in finding solutions. I am also thankful 
to my predecessor, Shri J. Datta, who planned and directed 
the work of the Group in the first eight months and 
also Shri S.V. Iyer, who was its part-time member till 
late June, 1985. The preparatory ground work of questionnaire, 
evidence and other studies, undertaken and completed during those 
eight months was of great facilitation to the Group in 
completing its task in the remaining four months. 

The Report of the Group is set out in two parts. 

Some of the suggestions and ideas in the report might have 
been thought of earlier but were perhaps not pursued. In 
this study, the Group has proceeded on the basis of the 
position as it currently obtains on the ground. Part I, 
comprising ten Chapters, contains a discussion of the aspects 
of rationalisation of the tariff nomenclature and the duty 
structure, exemptions and reliefs, reforms in procedures 
and administrative arrangements, and the Group's recommen¬ 
dations in these spheres. A draft of the suggested Central 
Excises Tariff Act, along with the tariff nomenclature find 
place in Part II of the report. 


R.C. MISRA, 

Chairman 

Technical Study Group on 
Central Excise Tariff 



PREFACE 


In his Budget Speech of 1984, the Finance Minister 
announced the decision to appoint a Technical Study Group 
with the following observationst- 

"Mr. Speaker, Sir, with the phenomenal 
increase in Central Excise revenue from about 
Rs.100 crores in 1953-54 to about Rs.10,100 
crores in 1983-84, the Central Excise Tariff 
has also substantially grown. I think it is 
time to make a comprehensive review of the 
Tariff as it has developed oven the last three 
decades with a view to rationalising it. This 
would require a detailed study which can best 
be done only by a Technical Study Group. I 
propose, therefore, to appoint such a Group." 

Pursuant to the announcement, the Technical Study Group 
on Central Excise Tariff was set up under the Government of 
India Resolution F.No.A-11013/91/84-Ad.IV dated 
22nd September, 1984 (Appendix - P.l). The setting up 
of the Group, however,' took effect from 1st October, 1984. 

Initially, the composition of the Group was as follows:- 

Shri J. Datta, 

Member, 

Central Board of Excise & Customs, 

New Delhi. ... Chairman 

Dr. Charan Wadhva, ’ 

Economic Adviser, 

Bharat Heavy Electricals Ltd and 
Professor, Indian Institute of Management, 

Ahmedabad. ... Member 

Shri Tarun Das, 

Executive Director, 

Association o'f Indian Engineering Industry. Member 

Shri N.T. Srinivasan, 

Member (Finance), 

Bureau of Industrial Costs & Prices. Member 

Shri S. Venkatarama Iyer, 

Member (Budget), 

Central Board of Excise & Customs, 

New Delhi. 


Member 



CHAPTER 1 


BACKGROUND AND APPROACH 


1.1 For nearly two decades now, Central excise duties 
have been the most important single source of tax revenues 
to the Union Government. This would be evident from Table 1 
which shows the relative contribution of the major taxes 
collected by the Union Government. 

Table 1 


Tax Revenues of the Union Government 
__(Rs.Crores) 



1950-51 

1960-61 

1970-71 

1980-81 

1984-85 

(R.E.) 

Income and 

Corporation 

Tax 

231 

(48.5) 

402 

(39.1) 

1009 

(29.9) 

2817 

(21.4) 

4988 

(21.0) 

Customs 

157 

(32.9) 

170 

(16.6) 

524 

(15.5) 

3409 

(25.9) 

7100 

(30.0) 

Central 

Excise 

67 

(14.0) 

416 

(40.5) 

1758 

(52.0) 

6500 

(49.3) 

11167 
(47.1) 

Others 

22 

(4.6) 

39 

(3.8) 

89 

(2.6) 

453 

(3.4) 

447 

(1.9) 







Total 

Tax Revenue 

477 

(100.0) 

1027 

(100.0) 

3380 

(100.0) 

13179 

(100.0) 

23702 

(100.0) 


( NOTE; Figures in parentheses indicate percentages.) 


( SOURCE: Report of the Indirect Taxation Enquiry Committee 

and Economic Survey - 1984-85). 
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1.2 Several Committees have in the past reviewed the 
excise duty system and as a sequel to their recommendations 
and otherwise, changes, both desirable and well-merited, 
have been effected from time to time. Yet, judging from the 
way it operates, the impression that one gains is that 
the system, as a whole, has grown in a haphazard manner and 
can admit of a fresh look with a view to rationalisation. 


1.3 Until about ten years ago, excises were selective 

in coverage. With the introduction 
of the residuary Tariff Item No.68 


COVERAGE OF 
EXCISE DUTIES 


in 1975, excise coverage is now near-comprehmsive. In the 
Central excise tariff schedule, there are in all 137 
commodity groups (of Tariff Items). Theae ace broadly 
divided into the following groups :- 

1. Foods 

2. Beverages and tobacco 

3. Crude minerals except fuels 
(This group includes only salt) 

4. Minerals, fuels, lubricants and 
related materials 

5. Vegetable oils and fats 

6. Chemicals 

7. Manufactured goods classified 
chiefly by materials • 

8. Machinery and transport equipment 

9. Miscellaneous manufactured articles. 


Under these groups again, only some selected products have 
been specified. Accordingly, a miscellany of unspecified 
products falls under the residuary Tariff Item No.68. But 
it must be mentioned that a plethora of exemptions running 
through the Tariff does have an effect of limiting the 
coverage. 


REVENUE 
REAM SAT ION 


1.4 The revenue expected to be derived from excise 

* 

duties and cesses for the year 1985-86 
after taking into account the Budget 
effect, is Rs.12,361 crores. The relative importance of 
various commodities, in terms of revenue, will be evident 
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1.5 The relative share of revenue from wage goods, 


which are widely 

REVENUE FROM 
WAGE GOODS 


consumed, namely, kerosene, sugar, matches, 
vegetable product, coffee, tea, 
footwear, soap and cotton fabrics, in 


the overall excise revenue including cesses has been 
declining over the years as •may be seen from Table 3. 


Table 3 


Relative share of revenue from wage goods 

in overall excise revenue 
— —— - ■ - ■ — ■ —- 


Year 


Total Revenue Revenue from 

revenue from wage goods as % 

(Us.crores) Wage goods of total revenue 


1960-6] 

416.35 

161.00 

38.7 

1970-71 

1758.55 

424.30 

23.7 

1980-81 

6500.02 

730.96 

11.3 

1982-83 

8058.50 

891.54 

11.1 

1983-84 

10221.75 

981.95 

9.6 

1984-85 

11167.48 

1030.70 

9.2 


(RDE) 


(SOURCE: Directorate of Tax Research, Deptt, of Revenue) 


1.6 A comparative study of the per capita net 

national product and per capita incidence of excise 

PER.CAPITA INCIDENCE duties, for the last 10 years 
OF EXCISE DUTIES (T-blo 4) uhow * that there has 

been an increase of 1.21% in 1983-84 over .1973-74 (ignoring 
the interruanum period) in the share of excise in net 
national product. 

Table 4 


Per capita incidence of excise duties 



Per capita 

Per capita 

Column No.3 

Year 

Net National 

Incidence of 

divided by Col 


Product* 

excise duty 

No.2(expressed 



(including 

as percentage) 


(Rs .) 

cesses)(Rs.) 


(1) 

(2) 

(3) 

(4) 

1973-74 

870.1 

44.73 

5.14 
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from Appendix 1.1. Nearly, 83* of the revenue is derived 
from 24 commodities including Tariff Item No. 68 and cess 
on crude .a reflected in Table 2 i 

Table 2 


Major revenue-yielding commodities 


s. 

No. 

Commodity 

Anticipated 
Revenue 
1985-86 
(Rs. Crores) 

(1) 

(2) 

(3) 

1 . 

Cigarettes 

1159,85 

2. 

Man-made fibres/yarn 

1117,65 

3. 

^Tariff Item 68- 

979.86 

4. 

Cess on crude 

903.00 

5. 

Cement 

760.87 

6. 

Motor spirit 

735.44 

7. 

Refined Diesel oil 

572.10 

a. 

Iron and steel 

448.60 

9. 

Tyres 

448.20 

10. 

Sugar 

411.CO 

11. 

Motor vehicles 

384.81 

12. 

Man-made fabrics 

265,53 

13. 

Petroleum products N.O.S, 

238.10 

14. 

Kerosene 

230.70 

15. 

Plastics 

227.99 

16. 

Paper 

224.78 

17. 

Patent or Proprietary Medicine 

179.06 

18. 

Aluminium 

173.80 

19. 

Cotton yarn 

150.45 

20. 

Biris 

143.81 

21. 

Vegetable product 

140.00 

22. 

Cotton fabrics 

122.00 

23. 

Glass and glassware 

106.19 

24. 

Wireless Receiving Sets 

101.45 


TOTAL; 


10306.74 
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(1) 

(2) 

(3) 

(4) 

1974-75 

1003.5 

54.68 

5.45 

1975-76 

1024.0 

62.84 

6.14 

1976-77 

1079.4 

67.66 

6.27 

1977-78 

1193.6 

68.77 

5.76 

1978-79 

1254.7 

81.37 

6.49 

1979-80 

1339.3 

92.08 

6.88 

1980-81 

1563.7 

94.95 

6.07 

1981-01! 

1740.7 

106.67 

6.13 

1982-83 

1868.4 

112.14 

6.00 

1983-84 

2201.4 

139.81 

6.35 


♦SOURCE: Economic Survey - 1984-85. 


1.7 Turning to the duty structure one notices 
its complexity marked by .a large number of rates. Rate 

DUTY STRUCTURE differentials are sometimes numerous 
even within a Tariff Item. Besides, with the free 
operation of the exemption schemes, it is not always 
possible to get a complete picture of the effective duty 
incidence on any product. In very broad terms, basic raw 
materials like chemicals, steel and industrial inputs carry 
comparatively lower rates of duty, prominent exceptions 
being man-made fibres, plastics, aluminium and paper. 
Relatively higher rates of duty are levied on finished 
consumer goods which are consumed by the more affluent 
sections of the society. Cigarettes, cosmetics and 
air-conditioning equipment carry a rate of duty higher 
than lOOt ad valorem. 

1.8 Duties on inputs as a class yield substantial 
revenues. They have, besides, a significant snow-balling 

INPUT taxation effect. More important of the inputs 
(like, iron and steel, copper) are 

subject to specific duties which have not always been 
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revised in time to maintain the percentage incidence of 
duties in terms of the rise in their prices. On the whole, 
thus, ad valorem incidence of excise duties on inputs has 
shown a marked decline. The application of input relief 
schemes has been widened from time to time but the coverage 
is still far from universal. 

1.9 The shift from specific to ad valorem duties, 

a feature of the mid-seventies, has been reversed in the 

SPECIFIC VERSUS recent years. Important commodities 

AD VALOREM LEVIES , _ 

where the shift has been observed 

are aerated waters, cigarettes, sugar, paper and 

paperboard, flat glass, tvres and motor vehicles. Table 5 

shows the present position. 

Table 5 


Break-up of commodities according 
to nature of lev y 


• 0 

il 2 

Nature of duty 

No. of 
commodities 

1 . 

Nil 

1 

2. 

Specific rates of duty 

26 

3. 

Specific-cum-ad valorem rates/ 
partly specific and partly 
ad valorem rates. 

19 

4 . 

Ad valorem rates of duty 

91 



137 


In revenue terms the relative share from specific and 
a d va l orem duties for 1985-86 is likely to be as shown 


j. 11 Ta I a 1 e U . 
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Table 6 

Relative share of excise revenue as 
between ad valorem and specific duties 


s. 

No. 

Commodity Group 

Estimated 
revenue 
for 1985-86 
(Rs.Crores) 

percentage 

share 

1 . 

Subject to specific duty 

6095.32 

49.3 

2. 

Subiect to ad valorem duty 

3452.22 

27.9 

3. 

Subject partly to specific and 
partly to ad valorem rates: 




(a) ad valorem component 

666.20 

5.4 


(b) specific component 

2147.61 

17.4 



12361.35 

100.0 


Note: 1. The revenue from cesses 
in these figures. 

are included 



2. The revenue from cigarettes has been 
included in specific-rated goods. 



The share of the 'specific 1 component in the excise 
revenue has shown a distinct increase from 53% in 1976-77 
to 66.7% in 1985-86. The shift is possibly due to 
difficulties in administering ad valorem levies, large 
volume of litigation and risk of avoidance or evasion 
on account of manipulation of assessable value. 

1.10 The schemes of exemptions, which are an 

important feature of the present excise system, pervade 
EXEMPTIONS through the tariff. Exemption notifica¬ 
tions abounding in conditions, couched in complicated 
legal language (often unavoidable but not easy to interpret) 
bring about disparities in duty burden on subtle 
distinctions. A study of the cases decided by the Appellate 
Tribunal and the Courts in the recent past reveals that 
exemption notifications have generated fajr more disputes in 
than the descriptions in the tariff entries. 


assessmer. .s 
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1.11 The self-removal procedure introduced in 1969 
continues as the main assessment procedure, though minor 

PROCEDURE changes have been made. As a part of this 
procedure, two new systems of control have 
been introduced — the 'Record-based control* and the 
‘Production-based control*. The former which applies to 
certain specified commodities produced in the organised 
sector, provides for acceptance of assessees' own records 
in lieu of prescribed statutory records. The latter, 
aiming, it stricter control, provides for certain additional 
checks by Central excise officers. 

1.12 The Central Excise law, enacted in 1944, is 
still operative largely in its original form — a small 

CENTRAL Act su PP orte ^ b Y a number of rules, 

EXCISE LAW which contain both substantive and 

procedural provisions. The notable changes made in this 
law in the last ten years concern provisions relating to 
valuation appeals (leading to the setting up of an 
Appellate Tribunal) and captive consumption of goods. 

The tariff descriptions and definitions in the Tariff 
Schedule are based, by ana large, on the descriptions 
obtaining in domestic trade parlance, though some of 
the changes effected, in the recent past, represent 
adaptations from descriptions and explanatory notes of 
the Customs Cooperation Council Nomenclature (CCCN) and 
from the glossaries of Indian Standards Institution. 
Important products covered by such changes are petroleum 
products, synthetic resins and plastic materials, iron 
and steel and non-ferrous metals. 


1.13 Thus, the present excise taxation system 

is characterised by an extensive coverage including within 
its compass taxation of inputs as well as final products, 
a tariff enlarged by exemption schemes, which have brought 
about considerable variety in duty rates. As an 
instr'iment of economic management it has served reasonably 
well; cr.d, apart from its ability to mobilise large 
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resources over time at relatively low cost, it has through 
a mosaic of duty exemptions, sought to subserve varying 
economic and social objectives. 

1.14 The resultant complexities pervade most 
aspects of the system, namely, the tariff, duty structure, 
law and procedures. Excise duties are levied at multiple 
points and are not always based on value added at various 
stages of production. Despite set-off procedures prescribed 
in the prevailing system, several inputs and products are 
taxed at various stages of production often leading to 
unintended cascading effect on prices of the finished pro¬ 
ducts . There is a multiplicity of duty rates, leading to 
disparities in the effective duty incidence on comparable 
products which have the effect of influencing the.choice 

of consumers and producers. Further, duty exemptions such 
as those extended to specified sectors of the industry, to 
products manufactured by specified processes and to 
products put to specified end-uses, bring about ,fine 
distinctions in the duty liability. In the result, 
avoidable distortions have crept into the system. 

1.15 There are wide divergences in assessment 
practice, which are not desirable in a commodity tax 
administered mainly under one Central enactment. Lack of 
uniformity in interpretation arises, inter-alia , from the 
Initial complications of the underlying concepts, and 
complexities (often unavoidable) of legal drafting, and 
not infrequent amendments, accentuated at times by the 
executive's zeal for revenue on the one side and on the other, 
by the assiduous search for loopholes with a view to tax 
avoidance. Conflicting judicial pronouncements add to the 
confusion. The process of reaching finality is often 

long drawn resulting in uncertainty. Revision of past 
assessments, often extending to the preceding five years, 
is not uncommon. This has led to disputes and litigations 
of a considerable magnitude. So also the procedural 
changes have not really kept pace with the growth of 
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revenues and the coverage of excises, or with the 
technological changes taking place in the country. 

1.16 The situation thus calls for certain basic 
changes in the system on rational lines. Considering 
that the dependence on excises for revenue is unavoidable 
in the Indian context (in fact, some developed countries 
are slowly shifting to indirect taxes to raise revenues), 

a rationalised system as a whole should be growth oriented 
aiming at long-term development of the industry, higher 
yield of revenues being a fruit of such development. The 
present sectorwise, unitwise and productwise approach needs 
to be replaced by a broad-spectrum approach. The excise 
system need not be looked upon as a sole instrument to 
meet every situation or to cater to every need. Adhocism 
has to give way to a relatively stable and neutral approach. 
Besides, in operation, the system should ensure uniformity 
and certainty in the matter of duty liability and provide 
a mechanism for securing substantive justice with little 
room for cavilling or semantics. Procedures shoul'd aim 
at removing impediments and irritants; honest assessees 
should find them easy to comply with,while any breach of 
such trust should be visited upon by stiff penalties 
quickly imposed. There should, besides, be a better and 
more purposeful utilisation of the human resources 
available with the department. 

1.17 Within this broad framework, the Group 
considered several alternatives. When a choice had to be 
made between the ideal which is not so practical and 

the practical but less than ideal, the Group has generally 
preferred the latter but where the ideal seemed capable of 
practical implementation with changes in the basic approach, 
the Group has not hesitated to opt for it. In evolving the 
tariff nomenclature, an important consideration has been to 
specify the dutiable products to lend greater clarity and 
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avoid disputes. In formulating the suggestions relating 
to assessment procedures, the Group has preferred simpli¬ 
fication, consistent with collection of due revenue, 
keeping in view the need for reducing the cost of collection 
for the department, and the cost of tax compliance for the 
assessees. 

1.18 The measures suggested by the Group should be 

viewed as necessary components of an integrated systems 
approach by enhancing the strengths of the present system 
and introducing the desired simplification. Together, 
these could bring about a desirable system, which could be 
expected to yield, in the long run, better results, 
including higher revenues. 


*********** 






CHAPTER 2 


RATIONALISATION OF THE CENTRAL EXCISE TARIFF NOMENCLATURE 


2.1 One of the tasks flowing out of the terms of reference 
is to suggest the lines on which the Central excise tariff 
may be revised having regard to:- 


(a) the need for simplification and rationalisation 
of the tariff and assessment procedures with 
a view to reducing the areas of conflict between 
the tax-payers and the tax collectors; 


(b) facility in collection of data, regarding incidence 
of excise duty for policy formulation; and 


(c) alignment, to the extent possible, with the tariff 
code of customs and other statistical classifica¬ 
tion used by the Government in regard to industrial 
production, industrial licensing, import licensing 
etc. 

2.2 As a natural starting point for this study, a quick 
review of the development of the Central excise tariff nomen¬ 
clature was undertaken. In the year 
1944, when the First Schedule to the 
Central Excises and Salt Act, 1944 was brought into force, it 
comprised 11 Tariff Items. These were arranged in alphabetical 
order. In March, 1960, the Tariff Items which by then had 


DEVELOPMENT OF 
THE TARIFF 


increased to 30 in number were re-arranged in accordance with 
sections of the Standard International Trade Classification 


(SITC). Subsequent additions to the tariff were made within 


■% 

the respective sections of the Schedule and by 1970 almost all 
the important raw materials and manufactured inputs were brought 
within the excise net work. In the next four years, mostly, 
finished consumer products were added to the tariff. The year, 
1975 marked a major change in the evolution of the tariff, when 
with the introduction of a residuary Tariff Item covering 'All 
goods, not elsewhere specified*, the excise system acquired a 
near comprehensive coverage. 
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2.3 At present^ there are 137 Tariff Items in the Tariff 
Schedule. Including the sub-items there are in all 355 
main classifications. These get further sub-divided on 
account of exemption notifications, effective sub-classifi¬ 
cations, aggregating to over 1000. In the formulation of 
these Tariff Items, there has been an attempt in the recent 
years to fashion the descriptions and definitions on the 
lines of the CCCN, while the descriptions in respect of a 
number of Items continue to be based on common trade parlance. 
Some of the-important commodities in respect of which the 
CCCN has been relied upon are - petroleum products, iron and 
steel products and non-ferrous metals, synthetic resins and 
plastic materials. In the years 1983 and 1984, a new open 
approach was adopted. Some of the changes in the tariff entries 
were introduced through the annual Finance Bills but brought 
into force later to provide for consultation with the industry 
and the concerned interests before implementing them. 

2.4 The development of the Central Excise Tariff over the 
last four decades has not really, or always, been a process 
of steady evolution following a set direction, but rather 

an undulating journey of spasmodic modifications and additions 
carried out from time to time in response to the calls for 
additional revenues or demands of administrative exigencies. 

One cannot easily discern therefore a common principle or 
a consistent philosophy permeating the entire structure of 
the tariff. Yet what has emerged is not intrinsically 
irrational or per se lacking in logic. Nevertheless, 
excessive use of the duty mechanism to sub-serve through the 
Tariff^ varied, and often unrelated, objectives in an environ 
of changing si Hunt ions and computing claims, lias imparted to 
the Tariff certain oddities exuding on the whole, an impression 
of ad hoc or haphazard growth. What is required at this 
stage is perhaps a comprehensive review aimed at ironing out 
the edges or resolving contradictions and inconsistencies which 
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might have unwittingly crept in for reasons which could not 
have always been foreseen. 

2.5 What shape or form a tariff should take depends essen¬ 
tially on its objectives . If the sole objective were resource 
mobilisation one cou^d think of a very constricted tariff 
schedule, confined to only a handful of revenue yielding 
products or even of a single uniform rate of duty. If the 
objectives are multi-fold, as they are bound to be in a deve¬ 
loping economy, an elaborate tariff is unavoidable. Further, 
one could think of a tariff imposing duty only on the finished 
products nearest to the point of their entry into the consumer 
stream. This approach would be sound in principle but may 
not be practical in implementation in the Indian context. 
Alternatively, the tariff could aim at reducing the points 

of collection, consequently its cost, serving also as a hedge 
against evasion, if the duty were levied on base products, 
its incidence passing to the down stream products in course 
of time, till they reach the consumer. Whatever the pattern 

of the tariff structure, the most essential requisite of a 
rationalised tariff nomenclature is a set of tariff descrip¬ 
tions, groupings and definitions, which would eliminate to 
the extent feasible, through rules of interpretation and 
otherwise, overlapping between the tariff entries and result 
in the classification of a particular product falling under 
one tariff heading only. The nomenclature should be specific 
to the extent possible and should give due weight to scientific 

and technical literature as well as the common trade parlance. 

« 

2.6 In formulating a tariff nomenclature which would meet 
this desiderata, the Group considered several options. These 
were - 

(i) to continue with the present tariff and noti¬ 
fications with suitable changes to take care 
of major classification problems; 
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(ii) to draw up an elaborate tariff for a small 

number (say 25 to 30) of commodities, leaving 
the rest to be covered by a residuary Tariff 
Item; 

(iii) to have a selective tariff comprising commo¬ 
dities which yield substantial revenue at present, 
leaving the rest as non excisable; 

(iv) to adopt an elaborate and detailed tariff 
nomenclature; and 

(v) to attempt a synthesis of the detailed nomen¬ 
clature meant for customs purposes, the present 
excise tariff and the common trade understanding 
prevailing in the country. 

2.7 What is pleaded in support of the first option is that 

the present tariff, despite its conceptual inadequacies, has, 
by and large, served well over the last forty years, and is 
understood by the Department and the assessees, and that a new 
set of tariff descriptions and definitions could unsettle things 
providing fresh opportunities for disputes. This line of rea¬ 
soning would be tenable if it could be claimed that, with dhe 
abundance of departmental instructions and the development of 
the case law, the present tariff has stabilised to such extent 
as to have settled all disputes and eliminated the scope for 
more. The Group's study reveals that it is not so. It will 
be inane to expect that the motivation to seek reduction in tax 
liability will ever cease for which the present set up^with its 
multiple duty rates, other disparities and the widerange of the 
non-descript residuary Item^provide fertile conditions. One 
has, therefore, to look for a lasting solution which seeks to 
tackle the base that provides the scope for raising disputes. 
Continuance of the existing tariff, with minimum patchwork 
modificatious aimed at resolving present classification problems, 
can hardly result in any significant long-term improvement in 
this direction. 
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2.8 The second option is rather a variation of the present 
system. Conceptually, it entails adoption of a detailed 
tariff in respect of 25 to 30 selected commodity groups 
leaving the remaining products to be covered by a residuary 
tariff entry. The process of selecting the commodities for 

a detailed treatment could well be based on the revenue yield 
or on the complexity in the classification of the individual 
commodity groups. *In some ways, this could be an improvement 
over the present system since the tariff will be small and 
manageable. Yet the difficulties and disadvantages noticed 
in relation to the present system, particularly, the interaction 
of the concept of 'manufacture' and a residuary tariff entry 
would not significantly abate. The improvement under this 
system over the present could thus be very marginal. 

2.9 The third option, namely, a selective tariff, would 
mean restricting the levy to about 25 to 30 commodity groups, 
leaving a large section of the manufactured products outside 
the excise net. The chief merit of this approach is its 
simplicity as also the definiteness about the exigibility to 
duty. Administratively, such a tariff would be easy to 
cope with. The number of units that would be covered under 
such a scheme would be small and therefore be manageable; 
and large segments of industries would be rid of the regu¬ 
latory control of excise. Viewed from the economic angle, 
such a system wouldssuffer from grave infirmities. Levying 
of duty on a few selected products could mean a much heavier 
taxation than at present on basic inputs like iron and steel, 
non-ferrous metals, plastics and textile fibres and yarns. In 
a situation where inputs are subject to high rates of duty, 
the resultant cascading effect on account of mark ups at every 
stage of production and higher working capital costs is likely to 
be of a substantial magnitude. Besides, such a duty struc¬ 
ture could be regressive in its incidence on down stream 
products and could affect adversely the interests of small scale 
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industries, since the duty advantage available to this sector 
could get considerably eroded. Selectivity in coverage could 
also mean non-neutrality in the resultant duty burden on indi¬ 
vidual products. There could be a significant distorted impact 
on different income groups. The Group is, therefore, disinclined 
to recommend this proposition though on practical considerations, 
a selective tariff has its own appeal and advantages. 

2.10 The fourth option would mean adoption of an elaborate 
tariff nomenclature within which all manufactured products 
could be grouped according to the class to which they belong 
and could be subjected to duty at rates appropriate to the 
particular class. There are several alternatives which come 
up for consideration as base for such tariff. 

2.11 It is not necessary to dwell on the existing Indian 
Customs Tariff or the C.C.C.N. as the possible base. The 
Customs Corporation Council itself has developed a new and 

more elaborate instrument known as the 'Harmonised System Nomen¬ 
clature' (HSN) to replace the C.C.C.N. RecentlyjIndia has 
signed the HSN convention, which, when implemented will be a 
multi-purpose coding system to serve the tariff needs not only 
of customs but algo of trade, insurance, freight brokers, etc. 

The question is whether it can commend itself to serve also 
as a tariff schedule for levy of excise duty in India, with 
such of the chapters and entries in HSN, as are not likely 
to be applicable, remaining redundant or left blank. 

2.12 The possible advantages of this nomenclature in toto are 

(a) It has been evolved taking into account 
almost the entire gamut of manufacturing 
activity as also the latest technological 
advancements. 

(b) It has been drawn up in a scientific manner 
after years of preparatory work. 

(c) The benefit of explanatory notes and classi¬ 
fication opinions in relation to HSN would be 
available to resolve doubts. 
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(d) It would facilitate levying countervailing 
duty on imported articles. 

2.13 Weighed against the advantages are the following 
considerations. Apart from the fact that HSN contains 
about 5000 tariff entries, the enumeration and sub-division 
of the products are specifically oriented towards goods 
which enter the international trade and commerce and are 
of particular interest to developed countries. In the 
HSN itself, some Chapters and headings are far too detailed 
(e.g. ready-to-wear apparel) while some others are short 
(e.g. petroleum oils from crude). Some of the Chapters 
of HSN like those relating to chemicals enumerate a host 
of items which, in India, are produced in negligible quan¬ 
tity or not produced at all. There are quite a few pro¬ 
ducts which bear the same duty and could be grouped on 
this score. More significantly, the concept of 'manu¬ 
facture' has to be dovetailed into the tariff nomenclature. 
For instance, products like live animals, raw vegetable: 
and raw fruits, and antiques could have an import angle but 
since exfacie they are not exigible to excise duty, inclu¬ 
ding them in the tariff would not appear to be legal. 

After due consideration of the pros and cons of this alter¬ 
native, the Group isofthe view that complete alignment 
with the Harmonised System of classification would not be 
desirable or required at this stage of growth of the indige¬ 
nous industry. Even if one were to think in terms of 
having a common tariff for both customs and excise, the 
opportune time for considering adoption of HSN for the 
central excise levy would be after HSN has been introduced 
on the customs side in India and has been in force for 
reasonable length of time and the trade and industry get 
familiar with it. 
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2.14 Other alternatives in evolving an elaborate tariff are — 
alignment with the statistical classification schemes used oy 

the Government in 'elation to industrial production, indus¬ 
trial licensing, and import licensing. 

2.15 The National Industrial Classification (NIC) Code, 

1970 is the basis oi collection of statistics relating to 
output of goods and services sector. This Code is built 
up on a two-digit industrial classification code, further 
expanded by a four cigit product-cum-industrial code. By way 
of illustration, the four digit code for non-metallic mineral 
products - bearing the two digit code of 36 is given in 
Appendix 2.1. This four-digit code is a very broad classi¬ 
fication based mainly on the manufacturing and service industry 
groups. The code is detailed only in parts and the emphasis 

Is not sufficiently balanced as between different product groups. 
Thus, the four-digit NIC code does not lend itself for adoption, 
either in part or full,for excise purposes. The collection of 
production statistics by the Directorate-General of Technical 
Development is actually limited to 184 industries, the list of 
which appears in Appendix 2.2 This list is not comprehensive 
enough and its use in the formulation of an elaborate tariff for 
excise purposes has serious limitations. 

2.16 The more detailed nine-digit code for products and raw 
materials evolved by the Development Commissioner, Small-scale 
Industries for classification of various manufactured products 
also came up for examination. This code has been evolved by 
expanding the NIC-1970 four-digit code into product codes covering 
more than 2500 products. The chief merit of this code is that 

it has kept in view the product range manufactured in the country. 
In particular, this code could be of considerable value in obtain¬ 
ing detailed information about products manufactured in the 
small-scale sector. But the precision required of a tariff for 
duty purposes is somewhat lacking in this code. Besides, without 
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a detailed set of explanatory notes it may be difficult to 
ensure the classification of a product under one and only 
tariff heading. In sum, the statistical code for industrial 
production, based on the NIC-1970 code does not appear to be 
suitable for excise tariff purposes. 

2.17 The classification scheme used for industrial licen¬ 
sing, by its very nature, is not comprehensive. Further 

it is a very broad classification based on industry groups. 
There is no sub-classification as to products. Therefore, 
this scheme is also not suitable for tariff purposes. 

2.18 In the sphere of import licensing the code used 

is based on Chapter titles of the CCCN; the Group does not 
find any particular merit in adopting or aligning this code 
since the CCCN itself is to be replaced in course of time 
by the HSN and the latter draws considerably from the former. 

2.19 Yet another alternative is adoption of a tariff 

on the lines of the Indian Trade Classification (iTC). Both 
the classification schemes are used for statistics relating 
to imports and exports. The ITC contains ten sections which 
are divided into 63 divisions, which in turn has been divided 
to 239 groups. These groups have been further divided into 
793 sub-groups (4-digit level). Out of these sub-groups, 

462 have been broken up into 1658 items (5-digit level), 

944 of which have been further split up into the 4693 commo¬ 
dities (7-digit level). The total number of commodities 
separately specified in the ITC is 6660 (including 132 
undivided sub-groups and 714 undivided items). The SITC 
which is now in the process of being revised, comprises 10 
sections (with one-digit codes), 67 divisions (with two-digit 
codes) 258 groups (with three-digit codes) and 1014 sub¬ 
groups (with four-digit codes). Of these sub-groups 751 
have been divided in 2840 items (with five-digit codes). 

Thus, the basic headings in the draft SITC, Rev.3, i.e. the 
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items together with the undivided sub-groups, provide a total of 
about 3100 categories. In the provisional draft of SITC, Rev.3 
there is a considerable narrowing down of the difference in the 
nomenclature appearing in the CCCN and consequently, the HSN and the 
SITC. 

2.20 Yet, both the ITC and SITC have a definite slant towards 
statistical compilation. The ’Explanatory Notes’ to the ITC and 
the SITC lack elaboration and precision of a kind necessary for a 
tax code. Thus, if a choice were to be made between HSN on the 
one side and the ITC or SITC on the other, the former should be 
preferred since it is basically designed for use as a tax* code. 

2.21 The fifth option is to attempt a detailed and comprehensive 

tariff which could be a synthesis of the HSN, the present 

excise tariff nomenclature and the understanding in common trade 
parlance. The Group feels that such an approach has a lot to 
commend itself, since it could derive the benefit of the good 
points in each of these. Considering that a tariff nomenclature 
for excise purposes has to take note of the scope of the Consti¬ 
tutional provision relating to the levy, the definition of 'manu¬ 
facture 1 , the status of development of indigenous industry and the 
practices that have evolved over a period of time, there would seem 
to be a clear advantage in attempting such a synthesis. Besides, 
the tax collectors as well as the tax payers would find it easier 

to adapt themselves to such a system, which could perhaps also be 
a stepping stone for a total alignment with the customs tariff when 
the situation is ripe for such a step. 

2.22 Adopting the above approach, the Group has drafted a compre¬ 
hensive and elaborate tariff nomenclature which is set out in Part II 
of 'the Report. The draft tariff nomenclature is broadly patterned 
on the HSN and bears total correspondence upto Chapter level (i.e. 
two-digits) with reference to 82 of the effective 96 Chapters in the 
HSN. 
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2.23 In the draft tariff, products which appear in exis¬ 
ting tariff entries and exemption notifications fixing 
effective rates of duty have been separately specified. 

The incorporation of the latter is meant to facilitate the 
change over from the present tariff. Consistent with the 
Group's suggestion for a broad approach in relation to the 
duty structure, it should be possible to move over to a 
smaller tariff nomenclature in which entries would by and 
large correspond to descriptions in tariff headings, with 
minimum sub-classifications. Such a step would be very 
much desirable, and could be implemented over a period of 
two or three years. 

2.24 Some of the salient features of the nomenclature are 
as follows 

(1) Products (now falling under Tariff Item 68) 
have been included in the appropriate gene¬ 
ric headings. 

(2) Products which are ex facie not exigible to excise 
duty have been excluded from the nomenclature. 
Examples of such exclusions are, live animals, 
live plants, cereals and oilseeds and antiques. 

(3) Detailed Section and Chapter Notes have been 
incorporated on the lines of the HSN for lending 
exactness to the scope of each Chapter and 
Heading, where relevant. 

(4) A general section comprising four Chapters has 
been incorporated to provide for similar dis¬ 
pensations given to more than one excisable 
commodity. Excisable goods produced in Free trade 
zones, 100% export-oriented units, ordnance facto¬ 
ries and research institutions inter alia find 
place in this section. 

(5) In regard to ferrous and non-ferrous metals,the 
existing tariff descriptions and definitions 
based on CCCN have been retained since they 
appear to be more suitable in the Indian context. 
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(6) Some products which are made of more than 

one base metal (like pressure cookers, metal 
containers for packaging, nuts and bolts) 
have been placed in the category of 'miscel¬ 
laneous articles of base metal' instead of 
repeating them under respective metals. 

2.25 The advantages that would flow from the adoption of the 

suggested nomenclature are:- 


(a) Every product manufactured within the country 
would get covered under a definite heading. 

The classification problems that arise out 
of an omnibus residuary non-descript Tariff Item 
would be eliminated. The residuary entries 
provided in each Chapter will enable narrowing 
down the duty difference between products of the 
same class. 


(b) 


(c) 


(d) 

/interpreting 


The Section and Chapter notes and the incorporation 
of rules of interpretation would limit the areas 
of dispute. 

The nomenclature is based on an internationally 
accepted nomenclature, in the formulation of which 
all the relevant factors — technical and legal — 
have been appropriately taken into account. 

The explanatory notes and classification opinions 
of the HSN Classification Committee would also be 
available for use in/the proposed tariff, in a few 
extreme cases. 


(e) The nomenclature would provide a detailed statistical 
base, ideally suited for computerisation,- which 
would help in policy formulation. This would also 
help in evaluating the cumulative duty incidence 

on various products at the macro-level. 

(f) The charging of additional customs duty equivalent to 
excise duty would be greatly faciliated, in view of 
2-digit correspondence in respect of 82 Chapters. 


2.26 While evolving the tariff nomenclature, a related issue 
that came up for consideration was the unification of various 
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codes used for purposes of collection of statistics as well 
as policy making in relation to production, revenue, import 
licensing and industrial licensing. The Group is of the 
view that evolution of a uniform code would be very desirable. 
The suggested tariff is a step in this direction inasmuch as 
it follows an international coding system, which is due to be 
introduced on the customs side and also accepted as the 
basis of trade statistics and trade negotiations. 

2.27 While on the point of evolving a rationalised tariff 
nomenclature, the Group also considered one of the specific 

terms of reference, namely, whether the 
tariff schedule should be separately 
enacted as u/t’entrul Excise Tar iff Act. 
From the replies received in response to the Group’s question¬ 
naires ,it is seen that the majority have favoured enactment of 
a separate tariff Act on the lines of the Customs Tariff Act. 

2.28 Some of the considerations relevant to the issue 
are: - 

(1) Presently, there is a proposal to bring forward 
a consolidated Central Excise Bill incorpo- 
taing both substantive and procedural provisions 
in a comprehensive enactment on the lines of 

the Customs Act, 1962. Adding a tariff schedule 
to such an enactment could make the entire set 
of provisions very voluminous, particularly since 
the proposed tariff nomenclature is comprehensive 
and detailed and is likely to be as elaborate as 
the customs tariff. 

(2) There are more than one enactment for levy of 
excise duties. These could be incorporated with 
advantage in one enactment since the concerned 
tariffs are administered by the same department. 

(3) A consolidated Tariff Act could further provide 
a comprehensive and self-contained compendium 
relating to classification of goods and application 
of rates of duty at one place. 


ENACTMENT OF 
CENTRAL EXCISE 
TARIFF ACT 
pat L ot: 
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2.29 The Group feels that these are valid considerations and 
there is much to be said in favour of having a separate Tariff Act 
The adoption of such an Act for Central Excise Tariff purposes is, 
therefore, recommended. 

2. 30 The Group would also suggest evolving an Alphabetical Index, 

ALPHABETICAL setting out the products manufactured within the 

INDEX _ , , . . .... , ; , 

country and their classification under the 

proposed tariff nomenclature. Such an Index would bring about the 

much desired uniform!ty in classification of products under the 

tariff, consequently reducing assessment disputes, and also provide the 

necessary guidance to the assessees arid the officers at the field 

level in such matters. 



CHAPTER 3 


RATIONALISATION OF THE DUTY STRUCTURE 

3.1 For a rationalised tariff, appropriate adjustment 
of the relative duty structure of the products is 'as 
important as precision in the nomenclature. Upon a review 
of the extant excise duty structure, its rationalisation 
appears as a need in itself. 

3.2 A feature of the excise duty structure is that 
there exists a multiplicity of rates. This has brought 
about considerable divergence in the duty burden on even 
competing or similar products.* This situation has 
naturally often led to disputes, particularly, in the 
context of comparatively low rate of duty and liberal 
exemption^ under Tariff Item 68. Selective application of 
duty credit provisions has also often resulted in odd rates 
of duties. In the result, the nominal rate' on any 
product is generally not indicative of the effective 

duty burden thereon; in sectors other than the small scale, 
the 'effective' duty burden on a particular product, at a 
point of time, cannot also be easily ascertained. 

3.3 Evidently, excise duty mechanism has been 
relied upon not only as a measure of resource mobilisation 
but also as an instrument to provide fiscal support in 
pursuance of diverse socio-economic policies and programmes. 
Value judgements made from time to time between competing 
claims and conflicting interests appear to have prompted 
frequent adjustments in excise duties. When a duty 
concession is aimed (may be, for good reasons) at a very 
narrow target say, a particular situation or a particular 
industrial unit or group of units, the provision has to 


*(For example, P.V.C. films of less than 0.25 mm in thickness 
and sheets manufactured in other than small scale sector 
by casting or calendering process bears an effective rate of 
21% ad valorem while similar films and sheets manufactured by 
extrusion process bear an effective rate of 31.5% ad valorem , 
though the processes of origin cannot be distinguished by 
looking'at the products whose end uses are also the same.) 
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be tailor-.aade, necessitating elaborate legal drafting and 
heavy hedging in order to see that chances of abuse or 
misapplication of a concession are minimised. At the 
same time, in . arporation of restrictive clauses and 
conditions in • otifications have often raised questions 
of legal validity. In addition, such notifications have 
lent themselves to different interpretations by different 
assessing officers and Courts. The picture that emerges 
of the extant rate structure, as a sequel, inter-alia , 
to this kind of 'fine tuning', is one of considerable 
complexity. 


3.4 A basic conclusion that may be drawn in relation 

to the excise duty structure is that a drastic reduction in 
RECOMMENDED the number of rates is desirable and 

GROUP PATTERN called for. Conceivably, one could 

think of a uniform rate on all commodities, which would 
greatly simplify duty collection and compliance and eliminate 
disputes. A variant of this concept would be to have a two- 
rate-structure - a low rate applicable to a few preferred 
commodities like inputs and 'real' mass consumption products 
and a general rate applicable to the remaining products, - 
with a provision for an additional levy in the nature of a 
surcharge on selected commodities, with no set-off arrangement 
for such additional levy. But given the reliance on excise 
duties for raising resources, the need to maintain progres- 
sivity in duty incidence and having regard to the way in 
which excise duties impinge on prices and the market mechanism, 
these propositions do not seem immediately feasible. 


3.5 The Group is of the view that the entire duty 

structure — with some exclusions — could be built around 
five duty rates. One of these would be the middle rate, 
two below it and two above, with a special 'zero rate' 
category. 
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3.6 The middle rate (M) would be that rate which 

is expected from excisable commodities on revenue considera¬ 
tions and could broadly be around the overall average 
incidence of excise duties. In general, the two rates 
below this middle rate (L^ and L^) could be adopted for 
inputs and important items of real mass consumption. The 
two rates in the upper scale (H^ and U^) would be applicable 
to a few inputs, consumer durables and items consumed 
largely by the better-off sections of the society. The ’zero 
rate 1 would, in the result, be applied to products which 
deserve an exceptional treatment on economic or social or 
administrative considerations. 

3.7 The Group has attempted a broad division of 
commodities according to these five rate categories on the 
basis outlined above. The commodities kept out of this 
rate categorisation are, petroleum products, cigarettes and 
other manufactured tobacco and textiles (other than jute, 
ramie and flax fabrics) since excise duties on these products 
call for a special treatment in the Indian context. 

3.8 This rate categorisation takes note of the 
desirability of grading the duties according to the degree 
of processing. Basic inputs would get taxed at lower levels, 
intermediate inputs at slightly higher levels, and final 
products excluding items of real mass consumption would get 
taxed at still higher levels. 

3.9 The essence of reconsideration of the duty 
rates is to bring about relativity in the duty structure. 

What precisely should be the rates of duty for eacl category 
would need to be decided in a wider context by the concerned 
authorities. 

3.10 A categorisation done by the Group on these 
principles is set out in Table 1. 
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TABLE 1 

Commodities grouped according to rate 
categories 


INPUTS/MACHINERY 

AND EQUIPMENT 

FINAL PRODUCTS 


(1) 

(2) 

CATEGORY-LI 

1. 

Iron and steel - 

1. Processed vegetable 


ingots/bi1lets* 

oi Is . 

2. 

Copper - unwrought. 

2. Vanaspati. 

3. 

Zinc - unwrought. 

3. Tea (excluding 

4. 

Lead - unwrought. 

Instant Tea) • 

5. 

Aluminium - unwrought- 

4. Coffee (excluding 

6 . 

Molasses- 

Instant Coffee) • 

7. 

Machinery, other than 

5. Patent or Proprietary 
Medicines. 

8. 

machine tools . 

Mineral products, 

6. Printing and writing 
paper. 

9 . 

other than cement. 

Tractors - 

7. Watches. 

10. 

Locomotives, other 

8. Radios upto 2 Bands. 

11. 

heavy transport 
equipment . 

Jute manufactures. 


CATEGORY - L2 

1 . 

Malt, starches. 

1. Prepared/preserved 

2. 

Glucose and dextrose- 

foodstuffs . 

■3 

~J a 

Glycerol . 

2. Prepared animal fodder. 

4. 

Fatty acids. 

3. Biscuits. 

5 . 

Organic chemicals. 

4. Soap. 

6. 

Inorganic chemicals. 

5. Detergents. 

7. 

Inputs for tanning. 

6. Footwear. 

8. 

Dyes tuffs . 

7. Polishes and creams 
for leather. 

9. 

Pigments, paints. 

8. Optical, photographic, 


enamels . 

medical^ measuring and 

10. 

Miscellaneous chemical 

testing instruments, 


products. 

Meters etc. 
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( 1 ) 


( 2 ) 


11. Transmission/conveyor belts. 

12. Finished leather. 

13. Wood pulp, waste paper. 

14. Grinding wheels. 

15. Refractory goods. 

16. Glass fibre. 

17. Iron and steel - wrought products. 

18. Copper - wrought products. 

19. Zinc - wrought products. 

.20. Lead - wrought products. 

21. Aluminium - wrought products. 

22. Electrical stampings and 
laminations. 

23. Internal Combustion engines. 

24. Motor starters. 

25. Parts of TV sets. 

26. Electrical wires and cables. 

27. Electric motors. 

28. Pilfer proof caps. 

29. Rolling bearings. 

30. Welding electrodes. 

31. Tools. 

32. Bolts and nuts. 

33. Tool tips. 

34. Metal containers. 

35. Wire ropes. 

36. Permanent magnets. 

37. Graphite electrodes. 

38. Cement. 

39. Fibre glass optics. 

40. Slag wool, rock wool. 

41. Fork lift trucks. 

42. Weigh bridges, weighing machines. 

43. Flax and ramie fabrics. 
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( 1 ) 

CATEGORY - M 

1. Packing and wrapping paper/ 
board. 

2. ' Asbestos cement products. 

3. Telephone and other 
communication equipment. 

4. Commercial vehicles. 

5. Tread rubber, rubber pipes. 

6. Storage batteries. 

7. Cine films - unexposed. 


( 2 ) 


1. Sugar* 

2. Toothpaste. 

3. Plate/sheet glass laminated/ 
toughened glass. 

4. Butter/cheese - pasteurised. 

5. Typewriter ribbons. 

6. Electric bulbs and tubes. 

7. Electric fans. 

8. Radios above 2 Bands. 

9. TV sets. 

10. Mopeds/Scooters. 

11. Electric lighting fittings. 

12. Adhesive tapes. 

13. Safety razor blades. 

14. Dry batteries. 

15. Instant Tea. 

16. Instant Coffee 


* NOTB: Sugar is placed in category 'M' after taking 
into account additional excise duty in lieu 
of Sales-tax thereon. 


CATEGORY - HI 

1. Plastic resins. 

2. Plywood - all sorts. 

3. Densified wood. 

4. Flastic emulsion paint/ 
nitrocellulose lacquers. 

5. Tyres. 


1. Sugar confectionery. 

2. Cocoa confectionery. 

3. Pan Masala. 

4. Ice-cream. 

5. Cakes/pastries. 

6. Ceramic tableware, 
sanitaryware, tiles. 

7. Glass tableware. 

8. Steel furniture. 

9. Photographic goods. 

10. Electrical appliances. 
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( 1 ) ( 2 ) 

11. Office machines. 

12. Motor cars. 

13. Safes/strong boxes. 

14. Magnetic tapes. 

15. Marble slabs/tiles. 

16. Polishes/creams for 
cars and wood. 

17. Aluminium furniture. 

18. Playing cards. 

19. Imitation jewellery. 


CATEGORY - H2 

1. Parts of refrigerating 
and air-conditioning 
machinery. 

2. Cinematograph films - 
exposed. 


1. Aerated waters. 

2. Matches. 

3. Fireworks. 

4. Polyurethane foam and 
articles. 

5. Rubber foam and articlefe. 

6 . Linoleum. 

7. Floor coverings. 

8. Gramophones, Music systems. 

9. Tape recorders. 

10. Mechanical lighters. 

11. Electronic games. 

12. Travel goods. 

13. Cutlery. 

14. Speciality papers. 

15. Cine projectors. 

16. Television cameras. 

17. Refrigerators. 

18. Perfumery and cosmetics. 

19. Silverware. 

20. Air-conditioners. 

21. VCRs/VCPs. 

23 . Luxury glassware - 
glass. 


cu 
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3.11 As regards products to be subject to 'zero rate^, 
the Group had a look at the list of those fully exempted at 
present (Appendix 3.1). Apart from the fact that a rationali¬ 
sation of the duty structure is an opportunity for a review 

of these exemptions, 'zero rating' of products has to be 
viewed critically, in the context of the Group's recommenda¬ 
tions on duty set-off schemes. In general, products used as 
inputs should not be 'zero rated' since it could affect 
extension of duty credit in a chain. 

3.12 The Group's suggestions on this issue are in 
fact two-fold. First, the following products which are subject 
to duty at present could be 'zero rated' s- 

1. Metallic ores and concentrates. 

2. Machine tools. 

3. Agarbatties and dhoop sticks. 

4. Hurricane Lanterns. 

5. Camphor. 

Second, out of the products, fully exempted from duty at 
present some,shown in Table 2, could be placed in the rate 
categories suggested earlier. 

TABLE 2 


Suggested rate categorisation of some products 
fully exempted from duty at present 


s. 

No. 

Products 

Rate 

category 

(1) 

(2) 

(3) 

1 . 

Dimethyl Terepthalate 

L2 

2. 

Nitr - Acid- 

L2 

3. 

Plain decorated p ‘■icle boards. 

M 

4. 

Ceramic water filters. 

L2 

5. 

Aluminium wire 

L2 

6. 

Water coolers. 

M 

7. 

Parts of electric motors - 

L2 

8. 

GLS lamps upto 

L2 

9. 

Black & White sets of screen 

size not exceeding jo cms. 

LI 
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(1) 

(2) 


(3) 

10 . 

Gramophone records. 


M 

11 . 

Pressure cookers and parts • 


M 

12 . 

Vacuum flasks. 


M 

13. 

Coir carpeting/coir carpets- 


M 

14. 

Finished leather- 


L2 

15. 

Katha (Catechu). 


HI 

16 . 

Sewing machines. 


L2 

17. 

Cycles. 


LI 

18. 

Helmets. 


L2 

19. 

Tooth brushes. 


L2 

20 . 

IC Engines of capacity not 
exceeding 50 CC. 


L2 

3.13 

The scheme as outlined 

above 

could be treated 

as a 

representative starting point. 

Though 

adjustments as 


necessary may need to be made in regard to individual 
groups of products, an arrangement on the lines suggested 
could be worked out in such a manner that it would not 
merely be neutral in terms of revenue at the point of 
changeover but also ensure that growth in productive 
activities gives its due share of resources for further 
developmental activities. Note has been taken of non-existence 
or non-practicability of nominal rates in certain products. 

For example, in the case of plastics, the rate level 
suggested for inputs (e.g. resins) is HI as most of the down 
stream products of general utility, are kept for administrative 
convenience in the 'zero rate' category, since these are 
largely manufactured in the decentralised sector. In the 
case of matches, a higher ad valorem incidence may not be 
objectionable since the incidence on the consumer on its 
account is marginal. 
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3.14 The rate categorisation suggested by the Group 
would be the 'nominal' rate* on the final product. Together 
with the recomr andations of the Group in Chapter 7, this would 
generally repre ent the total effective rate* also. 

3.15 A e a necessary concomitant to the scheme, any 
effort at raisim resources, required to finance development, 
has also to be viewed from a long-term perspective. Frequent, 
piecemeal and discretionary changes in duty rates can disturb 
the inter-se relativity in the duty structure. Some 
constraint on "selectivity" has, therefore, to be accepted. 

This would be in line with the Government's announced intention 
to have a long-term fiscal policy. Still there could arise 
situations when adjustments in the excise duty structure 
could be required. In such a case, the methodology could be 

to raise the duties on a category of products or transfer 
some products to a different category. Thus, for example, the 
duty rate on category 'M' could be raised 'enbloc' or a few 
products from category 'M' could be shifted to category HI. 

But care should be taken not to pick up a few items of a 
rate category for a higher levy. In this way, stability in 
excise policy would be reasonably tuned to revenue considera¬ 
tions, with minimal distortions. 

3.16 It is realised that there could still be occasions 
when raising duty on specified products may be justified on 
grounds such as, unconscionable profits being earned due to 
shortages, the need to curb the consumption of some products, 
and so on. While keeping the basic rate categorisation 
undisturbed, such situations could be tackled by imposing 

an additional levy, generally specific and for a specified 
fixed period. This could be done through normal legislative 
process, or, when necessary invoking the extraordinary powers 
of the President to legislation. Alternatively, there could 


*Nominal rate - means the prescribed rate applicable to the 
product and effective rate - means the cumulative duty 
burden including the input duty incidence. 
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of 

be an enabling provision in the statute on the lines/one for 
imposing or raising export duties. The Group is of the view 
that such short term measures should not be looked upon as 
a continuing source of revenue. The position should be 
reviewed well in time and if the situation so warrants, 
there should be no hesitation to remove or modify such 
additional levy and such action should not be viewed as a 
revenue sacrifice. 


AD VALOREM LEVIES 
VERSUS 

SPECIFIC LEVIES 


3.17 While on the point of rationalisation of the 

duty structure, the Group also considered the relative merits 

of ad valorem levies and specific 
levies. On economic considerations, 
ad valorem levies are preferable to 
specific levies as they have an inbuilt buoyancy in revenue 
terms and are progressive in their incidence on products 
which are priced differently. It has also been claimed that 
in certain situations ad valorem levies have an anti- 
inflationary effect. At the same time, it is argued that 
ad valorem levies on inputs could increase the cost of inputs 
to the economy, thus bringing about all-round cost escalation. 
Besides, there are practical considerations. The : last decade 
has seen considerable litigation in the matter of excise 
valuation. There have been disputes relating to abatement of 
post-manufacturing costs and profits and the concept of related 
persons and other issues. Several cases of attempts 
at declaring lower assessable values have also been seen. In 
the last three years, to meet this situation specific rates 
of duties have been prescribed for some items including, for 
example, tyres which have a large variety. 


3.18 Specific duties, on the other hand, would be 

buoyant in revenue terms only to the extent of increase in 
production. They are regressive in terms of incidence as 
both higher and lower priced products would bear the same duty. 
Thus, where the product vari’ety is considerable and where the 
prices of comparable products vary widely, specific duties 
have tended to create distortions- The main merit of specific 
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duties, however, is that they are easy to administer and 
would not admit of avoidance. Further, specific duties on 
inputs could soften the overall inflationary effect. 

3.19 While practical considerations of administering 
the levies are as important as economic considerations, the 
Group would suggest that the effort, in general, should be 

to have ad valorem levies. Where, however, ad valorem 
levies pose serious administrative problems, there need be 
no hesitation in adopting specific rates of duties or better 
still to have specific-cum-ad valorem levies. Where 
specific rates of duty are adopted, there should be a 
conscious attempt to fix the rate category of products subject 
to such duties and then adjust the duty from time to time to 
remain in conformity with the relevant rate category. 

3.20 The restructuring of the duty rates discussed 
in the preceding paragraphs is for general applications. 

There are, however, a few products in respect of which a 
special discussion is considered necessary since the present 
duty rates and exemptions applicable to them call for a 
rationalisation. 

3.21 Petroleum products are an important source of 

Central excise revenue. They are expected to yield a revenue 

PETROLEUM of Rs.1,896 crores during the 1985-86, 

PRODUCTS 

besides, proceeds from cess on crude oil 
to the tune of about Rs.903 crores. 


3.22 One important distinguishing feature of this 

, of 

industry is that - almost the entire range / products derived 

from crude is produced in the public sector and marketed under 
a regime of administered prices. The other distinguishing 
feature is that this group of products gets the benefit of 
the warehousing provision' taking the collection of duty 
proximate to the point of consumption. 

3.23 In the nature of things, the present scheme of 
excise levy on these products is very elaborate, involving 
considerable amount of scriptory and verification work. 
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Given an elaborate tariff based on specifications and a plethora, 
of exemption notifications prescribing differential rates of 
excise duty based on a variety of end-uses of petroleum 
products, administration of the existing scheme of excise levy 
is complex. As bulk of the petroleum products move to the 
marketing installations under bond, the number of cases to be 
adjudicated with respect to losses in transit/storage is also 
quite high. 

3.24 This group of products, on account of its 
special features, can lend itself to the adoption of a simple 
scheme in which, instead of varying levies on finished 
products and duty collection linked to removal from a refinery 
or a marketing installation, the levy could be expressed as 

a specific amount per tonne of petroleum crude throughput and 
the collection system based on the quantum of such throughput 
in a refinery during a fortnight or month. 

3.25 In this scheme, excise control would be lifted 
from warehousing/marketing installations and confined only to 
refineries and the need for elaborate documentation would be 
obviated. Besides, enumeration of various petroleum products 
in the excise tariff - except those from other sources like 
coal - would not arise. Separate rates could be fixed for 
products derived from sources other than petroleum crude. 
Similarly, instead of countervailing duty, rates of basic customs 
duty on imported petroleum products could be suitably fixed 
taking into calculation the present excise duty on these 
products. If the above scheme is accepted, as a preparatory 
step to the changeover, it is necessary that no non-duty paid 
stock of petroleum products is kept in marketing installations. 
This can be done by withdrawing the warehousing facility in 
advance of the implementation of the scheme. 

3.26 The proposed scheme is not by itself intended to 
generate any extra revenue. Theoretically, the notional rate 
of duty on throughput can be worked out by taking into account 
total amount of revenue collected from petroleum products 

(and Tariff Item No.68 products like speciality oil, larvaecidal 
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oil) and the quantum of throughput. Such notional rates 
derived from the figures for the last few years are indicated 
in Table 3. 


TABLE 3 


Revenue from petroleum products and 
crude throughput utilised 



1982-83 

1983-84 

1984-85 
(Provi- 

sional) 

1985-86 

(BE) 

Total excise duty collection 
(excluding cess)(Rs.crores) 

1409.45 

1524.05 

1631.33 

1896.58 

Crude throughput 
( 1 000' tonnes) 

33,156 

35,263 

35,556 

40,670 

Excise duty collection/tonne 
of crude throughput (Rs.) 

425.096 

432.19 

458.806 

466.33 

Total excise duty collection 
(excluding cess) based on 


1499.02 

1536.69 

1865.96 


crude throughput of that 
year and excise duty per 
tonne of crude of previous 
year. 


NOTE: The figures do not include revenue from Item 68 goods 

The above table shows that the notional rate of crude throughput 
would have increased year after year. This is indicative of the 
change in the product-mix as may be seen from Appendix 3.2. 

3.27 As a sequel to the adoption of the above scheme, 

differential excise duties on various end-uses of petroleum 
products prevalent at present could be dovetailed into the 
scheme of administered prices. Such a scheme may, to the 
extent necessary, be supplemented by a suitable allocation 
mechanism to take care of any possible misuse of petroleum 
products which may have differential prices relatable to the 
end use. Variation in the productivity of different 
refineries, imbalance caused by the nature of crude used and 
the differences in the product-mix could be taken care of by 
a'retention {rio- mechanism. 
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3.28 Two important implications of this scheme are 
namely, (i) its impact on the working capital finances of oil 
companies and (ii) its effect on prices of final products on 
account of withdrawal of a facility in which duty was being 
collected at a point proximate to that of consumption, which 
meant saving of duty on 1 lotMS 1 . The Group would suggest 
that collection of duty in this scheme, could be at the end 
of each month, which would relieve the strain on working 
capital. As regards the second aspect, if at the point of 
changeover the crude throughput is related to the actual revenue 
collected- in the preceding year, it has automatically taker 
care of duty waiver on losses. Subsequent adjustments in 

duty, as and when carried opt, could, to the extent considered 
necessary make allowance for losses in transit and storage. 

With the introduction of the scheme, excise control over receipts, 
storage and disposals done by the excise department will oaaae, 
which will on the one hand remove the procedural irritants and 
reduce documentation and consequently, cost of compliance 
on the other. It would, however, require of the concerned 
undertaking improvement and sharpening of the internal input - 
output management at the refineries and marketing installations. 

3.29 Cigarettes are the single largest source of 
Central Excise revenues. From a mere Rs.148 crores in 

CIGARETTES 1970-71, revenue from cigarettes rose 

to Rs.1,026 crores in 1984-85 and the current year's estimates 
are placed at Rs.1,160 crores. 

3.30 The duty structure on cigarettes had been, for a 
long time on an ad valorem basis. With the withdrawal in 
1979, of the duty on unmanufactured tobacco, the burden of 
this duty was shifted to manufactured tobacco, making the duty 
incidence on cigarettes palpably heavy. In the wake of years 
of litigation with the cigarette industry on the issue, amongst 
others, of valuation for excise purposed, in the 1983 Budget, 
the duty on cigarettes was converted toepecific rates in a 
graded scale according to slebs, which were relatable to the 
maximum retail price repelISd to be printed on the retail 
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packs in compliance with another law. Progression in duty 
burden was sought to be maintained by adopting a telescopic 
rate structure. For every increase of 5 paise in the maximum 
retail price for 10 cigarettes printed on the ^ack, there 
was a corresponding increase in the effective duty rate. 

The resultant relationship between printed prices and duty 
at selected points, under this tax structure, is shown in 
Table 4 


TABLE 4 


Relationship between printed prices and 

duty 

in relation to the tax structure prior 

to 

September, 1985. 



Printed Excise duty 

Maximum 

Retail price 

(Rs. per 1000) (Rs. per 1000) 

Realisation 
by the manu¬ 
facturer and 
traders 
(Rs./lOOO) 

Percentage 
of Col.(2) 
divided by 
Col.(3) 

Percentage 
of Col.(2) 
divided by 
Col.(l) 

(1) 

(2) 


(3) 

(4) 


(5) 

50 

35 


15 

233 


70 

75 

55.75 


19.25 

290 


74 

100 

74.50 


25.50 

292 


74 

150 

112.00 


38.00 

295 


75 

200 

149.50 


50.50 

296 


75 

260 

194.50 


65.50 

297 


75 

310 

232.00 


78.00 

297 


75 

360 

270.00 


90.00 

300 


75 

460 

346.00 


114.00 

304 


75 

510 

384.00 


126.00 

305 


75 

610 

464.00 


146.00 

318 


76 

810 

624.00 


186.00 

336 


77 

910 

701.00 


206.00 

342 


77 

3.31 

In the Budge. 

. sp. h 

of 1983 this 

step was referred 

to as an 

anti-avoidance measure. 

It would have been 

so. 

if the 

system could ensure t.at 

cigarettes did not actually 

sell 

at 


prices higher than those printed. Cigarettes are not subject 
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to any price control as such. Though printing of the maximum 
retail price on the packs was the statutory requirement of 
another law, it transpired that in most cases cigarettes came 
to be actually sold at prices perceptibly higher than those 
printed. In the absence of an effective machinery to enforce 
that law, the malpractice could not be curbed. The motivation 
was provided by the heavy incidence of duty which worked out 
to between 70% and 77% of the retail price and from 230% to 340% on 
the assessable value. The infringement of the aforesaid 
statutory requirement could invite penal action, but only 
against the petty retailer, who, in situations where the sale 
to him itself was at a price equal to or higher than the 
printed price leaving him no or inadequate margin, would be 
virtually helpless, and the wholesaler or the manufacturer 
who may have been privy to, or an abettor in, such infringement 
and indirectly its ultimate beneficiary, would not get touched 
under this law. 

3.32 In its essence, the duty on cigarettes under this 

scheme was specific. In the narrow legal sense, under the 
scheme as formulated, sale of cigarettes at a price higher than 
that printed, would not, by itself mean evasion of excise duty, 
so long as the specific duty slab was correctly applied with 
reference to printed price. But that would be a myopic view of 
things and tend to ignore the realities of the situation, inasmuch 
as the manufacturers' pricing policy encourages such malpractice, 
keeping down his own duty liability, the slab for which would 
have gone up if he had printed on the pack the real price at 
which the cigarettes were likely to be actually sold in retail, 
this would tantamount to evasion. At any rate, such transactions, 
by their nature would generate black-money. "Cigarettes" is a 
closed industry, confined to only a few large manufacturers, and 
highly competitive, with a multiplicity of brands and a high 
brand mortality rate. In such conditions, if one manufacturer 
manages to reduce his duty liability by some clever contrivance. 
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his competitors elt compelled, for survival in the market, 
to resort to similar modus-operandi or its variants. 

Imitations of popul; r well advertised brand made by the same 
manufacturer, appea- d in the market with a thin print 
minor variation in t: s brand name and a lesser printed retail 
price. In a bonafide situation, there can be no legal bar to 
a manufacturer introducing a new brand of cigarettes, even 
resembling in its packing his mors popular brand, and pricing 
it differently. In the situation as it developed, it not only 
amoiint'ecl ,'to cheating jf the consumers, who would not ordinarily 
notice the thin print differential and pay more for such 
cigaretfcmd, mistaking it for the higher price popular brand, but 
in a way it also verged on some kind of fraud on revenue. 

3.13 Thus, while the step taken in 1983 sought to 

cofioat the ills flowing from the earlier ad-valorem levy, it 
gr.ve rise tjp other ills, at analysed above. With the 
unrealistically high duty structure, a satisfactory solution 
is not easy to find. In early September, 1985, duty structure 
on cigarettes has been revised. The number of duty slabs 
has been drastically reduced to replace the earlier telescopic 
structure, but its basic characteristics, of linkage of the 
duty slab with the printed retail price, has continued. The 
relationship under the revised structure between the old 
printed prices and the duties at selected points is as shown 
in Table 5. 


T ABLE 5 


Relationship between printed maximum prices of cigarettes 
and excise duty rates (September, 1985) 


Printed maximum 
price, prior to 
the change 
(Paise per 10 
cigarettes) 

Excise duty 
(Paise per 10 
cigarettes ’ 

Col. (2) 4- Col. (1) 
expressed as 
percentage. 

Realisation by 
the manufacturer 
and the traders 
(Paise per 10 
ciqarettes) 

(1) 

(2) 

(3) 

(4) 

60 

42 

70.0 

18 

100 

125 

125.0 

(-) 25 

150 

125 

83.3 

25 


45 


(1) 

(2) 

(3) 

(4) 

170 

125 

73.5 

45 

200 

225 . 

112.5 

(-) 25 

250 

225 

90.0 

25 

300 

225 

75.0 

75 

350 

400 

114.3 

(-) 50 

400 

400 

100.0 

Nil 

500 

400 

80.0 

100 

550 

400 

72.7 

150 

600 

600 

100.0 

Nil 

800 

600 

75.0 

200 


3.34 It is too early to assess how the revised structure 
will actually operate on the ground. In the segments in which 
the increase in 'the printed price does not alter the duty, 

it could lead to more realistic prices being printed on the 
packs, and the actual sales conforming to such prices. But 
at the marginal points, where the duty slab changes, the 
present ills could continue or even get aggravated. On the 
whole, it could have an effect of pushing up the prices. In 
fact, there would occur a polarisation of retail prices around 
the maxima of each price slab. In segments where the prescribed 
duty is more than even the maximum retail price, or equal to it, 
leaving no margin at all for the manufacturer or a negative 
margin, the revised duty structure does look odd,to say the least. 

3.35 It will be reasonable to watch the position for some 
time to see whether the changes in the duty structure made in 
September, 1985 succeed in bringing about some order in the 
cigarette market. Having regard to the past experience of 

the earlier schemes of levies, the Group is of the view that 
apart from the overall incidence of duty on cigarettes being 
made more realistic and the rates reasonable, part of the duty 
expected from the industry should be shifted to the inputs 
like filter, cigarette paper, cigarette packs, with no provision 
for set off or credit of such input duties. This will reduce 
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the quantum of duty directly collectable on cigarettes and, 
to that extent, reduce the incentive for evasion. 

3.36 Even with the reduced incidence, it is necessary 
to look for some other basis for the levy, which would not be 
capable of easy circumvention. One of the suggestions 
considered was whether duty rates could be fixed with reference 
to specific brands, on 'per cigarette 1 basis. In this system 
before any new brand is brought into the market, duty rate 
thereon would have to be fixed. The chief merit of this system 
is that there would be specificity in the matter of duty rates. 
However, the drawback of the system is that it is more prone to 
criticism on grounds of discrimination. Further, in fixation 
of these rates, certain specified norms will have to be adopted 
and these norms will have to be strictly adhered to while fixing 
the duty rates. In addition, the system would entail periodical 
checks to see that there is no deviation from these norms from 
batch to batch. This is likely to bring about complications 
and lead to disputes. The Group understands that in some of the 
free-economy developed countries cigarette industries are either 
state owned or state managed. The Group does not have adequate 
information about the operation of these systems to make 

any comments about its feasibility in Indian conditions. 

3.37 Another alternative could be fixation of a specific 
duty rate per stick of cigarette. For this purpose, the 
cigarettes could be divided into two categories: (i) Filter 

and (ii) Non-filter, and each category sub-divided according to 
'size' between regular size, large size and king size, and 
separate specific rates prescribed for each. The size should be 
specified in millimetres, in terms of the length and circum¬ 
ference of the cigarette in conformity with the internationally 
accepted specifications with a tolerance margin of a millimetre 
or so, to provide for machine errors. Cigarettes which do not 
conform to such specified sizes, should be classified as'others 7 
subjected to a residuary rate, which should be substantially 
higher. This will be conducive to bringing about some discipline 
in the industry. Care will need to be taken that specification 
of sizes is exact and not over"lapping. Use of expressions 
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like "not exceeding" "below" or "above" while specifying the 
size can lead to easy circumvention. 

3.38 This scheme of levy though simple, safer and more 
practical, is far from perfect in economic terms inasmuch as 
cigarettes of the same size, in both the filter and non-filter 
category, bear a range of prices and yet, despite the price 
differential, they would attract the same duty. The Group 
understands that bulk of the revenue from cigarettes comes 
from the middle price segments ranging below Rs.one and 
Rs.3.00 or so per ten. Unless the proposition is acceptable 
that a costly cigarette of a particular size and category can be 
allowed to bear the same duty as another cheaper cigarette 

of the same size and category, additional ad valorem component 
can be built into the duty rate applicable to the costlier 
cigarettes, say, those of a retail price of Rs.3.50 per ten or 
more. In this modification, the ills of the earlier ad valorem 
levy could reappear. But, since the ad valorem component will 
be a portion of the total levy applicable only to a segment of 
the product, the scope for manipulation would be narrow and the 
motivation less. The Group would commend this suggestion. 

3.39 Textiles group, which, in terms of revenue yield, 
comes second only to the petroleum products comprises disparate 

TEXTILES products - cotton, cellulosics (viscose) and 
non-cellulosics (like acrylic, nylon polyester) and myriad 
blends of these, with wide duty differentials, fastened at 
different stages of fibre, yarn and fabrics. Years back, the 
duty rates applicable to different categories of man-made 
fabrics were comparable. Lately, duty differentials have been 
introduced and maintained, not only between cellulosics and 
non-cellulosics but also within the non-cellulosic group. 

There can be a case for some kind of tax neutrality between 
competing fabrics, except perhaps cotton, leaving their 
growth and development to consumer preference. It is not for 
the Group to comment whether some of the fabrics which 

consume scant forest resources in their manufacture and which, 
though widely cheaper to acquire, have; less durability, could 
not be pr f itably phased out having regard to the technological 
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advances in synthetics industry. Cotton is a class by itself 
and demand for it will remain having regard to the consumer 
habits particularly in rural areas. It is a major policy issue how 
the country would feed its citizens and clothe them in the long 
run having regard to the limitation of its land mass which is 
available or can be made available for cultivation. 

3.40 Another important dimension of textiles is its 
anti-smuggling angle. In 1984, if the seizure could be taken as 

a broad indicator of volume of smuggling, textiles constituted the 
largest component in the basket of goods smuggled into the 
country more than electronics and watches or even gold in that 
year. Polyester filament fabrics and nylons are the most important 
items of textiles smuggled, which is not surprising considering 
the wide difference in the domestic and international prices of 
such fabrics. Use of sarees is peculiar to Indian sub¬ 
continent. If we were to go by the figures of exports of 
synthetic saree cloth from Ja~pan, South Korea, Hong Kong, etc. to 
middle eastern countries from where such goods are believed 
to be smuggled into India, the volume of their smuggling is 
indeed very substantial. 

3.41 Preventive vigilance to combat smuggling has its 
limitations. For enduring success, anti-smuggling effort has 
to be backed by appropriate economic and fiscal measures 
such as were taken with respect to watches. The total 
incidence of duty on the non-cellulosics is indeed very heavy. 

That despite the challenge from smuggling, production of 
synthetics in the country has been steadily rising would be indica¬ 
tive of large consumer demand. However, with the increase in 
production, particularly of the varieties of synthetics 
smuggled, if their prices could be brought down, it could, 

with the continued preventive vigilance, make a significant 
dent in smuggling. 
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3.42 Downward adjustments of duties would seem an obvious 

step in the desired direction. Bearing in mind that the total 
duty constitutes but anone-too-high percentage of the total 
price for such fabrics, even if duty were to be altogether 
withdrawn from their yarn processing stages, it would not 
(taking into account also the trade mark-ups at different 
stages), bring down retail price to compare with the inter¬ 
national. Therefore, the reduction of duty could mean a 
fruitless sacrifice of revenue unless other measures are also 
taken to adjust economy of scale in production, and simulta¬ 
neously, if its past behaviour is any guide, the industry is 
exposed to some competition from imports until the domestic 
prices get stabilised at desired levels. In the immediate 
context, the duty collected on imports could, to some extent, 
balance the loss of revenue from such downward adjustment of 
excise. In the long run, with the development of the industry, 
the overall revenue implications may not be significant. 


3.43 This and the other allied aspects would have 
received the attention of the panel which was set up by the 
Department of Textiles to undertake a thorough review of the 
textile industry. The Group did not, therefore, make a 
detailed study of the textile duty structure. Following the 
report of the panel, the national textile policy has also been 
announced; and in the context of this policy, some duty 
concessions have been recently given in respect of polyester 
staple fibre and blended fabrics containing staple fibre upto 
certain percentag'e. 

3.44 The Group, however, has another brief observation 
to make which is in relation to fabrics - other than industrial 
fabrics - processed by independent processors. In this area some 
complications, not unavoidable,have arisen in regard to 
declaration of value for the purposes of assessment. The 
processing duty being ad valorem , the independent processor is 
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expected to declare the value of the processed fabric and 
pay the duty leviable on it on behalf of the owner of the grey 
fabrics who has it processed before sale. Such an owner 
may even be a traier or merchant and not necessarily the 
manufacturer of tfce fabric. In the nature of things, an 
independent prooawor teas no control over the price at which 
the processed fabric would eventually be sold in a wholesale 
transaction nor would he be in position to verify euch a price. 
This places an undue responsibility on a bwsfidt processor. 

In fact often a processor has no option bat to declare such 
assessable value as the owner of the fatarice asks him to. 

3.45 One way of tackling this ptaei could be to shift 
the fabric stage duty to fibres and fatataL. This would mean a 
much heavier duty burden on these basic tapets of the industry, 
which could have a regressive effect downataWta. Besides, 
fabrics are subject to additional excise duty is lieu of sales 
tax, while fibres and yarns are not. The Stuteo will, 
therefore, have to be adequately compensated or fibres and 
yarns may have to be brought within the net of additional 
excise duties. The State Governments aay not favour such a 
dispensation. 

3.46 An alternative would be to fix specific rates of 
duty for processing. Having regard to the wide range of 
prices of textiles, and the range of value addition which 
results from different kinds of processing, it is not an 
easy task. The Group understands that in general, much of 
the price differential in finished fabrics, is traceable 

to the cost of the fibres or material contained in them and 
the quality and count of the yarn used therein, though some 
processes, particularly printing add sizeable 

value to the grey fabrics. The prices of dyes and other 
materials required for -ocessing non-cellulosic (nylon and 
polyester) fabrics, it comparison to that required for 
processing cotton and ^“Tlulosic (viscose and acetate) fabrics 
are much higher. 



51 


3-47 On the face of it, ad valorem rates of duty would 

seem to be progressive in their impact, inasmuch as cheaper 
and expensive fabrics would not appear to bear the same 
processing duty; but, the scope for evasion in relation to 
ad valorem levy in the sphere of processing duty would tend 
to frustrate, in practice, the contemplated progression. 

The regressive aspect of specific rates can be substantially 
mitigated by fixing separate rates of duty per square metre of 
the fabrics, with reference to the fabric and the processes carried 
out on the lines indicated in Table 6. 


TABLE 6 

Relative specific duty structure for fabrics 
processed by independent processors ~ 


s. 

No. 

Classification accord¬ 
ing to predominance of 
textile material. 

Process carried out 

Relative level 
of duty(Paise 
per Sq.Mtr.) 

1 . 

Cotton 

Bleached and/or 

dyed 

X 

2. 

Cotton 

Bleached and/or dyed 
and printed; and/or 
mercerised 

1.5 X 

3. 

Viscose fibre/ 
filaments 

Bleached and/or 

dyed 

X 

4. 

Viscose fibre/ 
filaments 

Bleached and/or 
and printed 

dyed 

1.5 X 

5. 

Polyester fibre 

Bleached and/or 

dyed 

2 X 

6. 

Polyester fibre 

Bleached and/or 
and/or printed 

dyed 

3 X 

7. 

Polyester filaments 

Bleached and/or 

dyed 

2 X 

8. 

Polyester filaments 

Bleached and/or 
and/or printed 

dyed 

4 X 

9. 

Nylon illaments 

Bleached and/or 

dyc-d 

2 X 

10. 

Nylon filaments 

Bleached and/or 
and/or printed. 

dyed 

4 X 


The suggested restructuring of processing duty need not aim 
at "fine tuning". Inasmuch as it could greatly assist in 
combating evasion, what is lost on the rounds may be gained 
in the swings and, in the final analysis, a changeover to 
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specific rate;, may not have significant implications in terms 
of over all yield of revenue from such duty. 

3.48 Thoug' from a revenue viewpoint, refrigerating 

and air-condition ig equipment are not important commodities, 

REFRIGERATING t -D AIR- the duty structure and exemptions 
CONDITIONING EQUIPMENT ±n relation to this colraBodit y 

group merit a special mention. 

3.49 Presencly, the duty rates applicable to various 
products manufactured by the industry are as shewn in Table 7. 

TABLE 7 


Duty rates applicable to products of 
Refrigerating/Air-conditioninq industry. 


s. 

No. 

Product 

Duty rate 
(Basic) 
Ad-valorem 

i. 

Water coolers 

Nil 

2. 

Domestic refrigerators of capacity 
not exceeding 165 litres. 

25* 

3. 

Other refrigerators. 

50* 

4. 

Evaporative type of air coolers 

30* 

5. 

Air-conditioners ready assembled 

110* 

6. 

Parts of refrigerating and air- 
conditioning appliances, i.e. 

110* 


(a) Cdoling coils/evaporator 

(b) Compressors 

(c) Condenser 

(d) Thermostat 

(e) Cooling unit 

(f) Starting relay controls 

(g) Overload protection/thermal relay 

(h) Cabinet. 

7. Parts of refrigerating machinery, supplied 25* 

to cold storages; air-conditioning machinery, 
and ready assembled air-conditioners 
supplied to R & D laboratories, telephone 
exchanges, computer rooms, factories, etc. 




53 


3.50 In regard to refrigerating equipment, the Group 

has two suggestions to make, particularly in the context of wide 
extension of duty credit procedures. Full exemption to water 
coolers should be replaced by a duty equivalent to their input 
duty incidence. Second, a uniform rate of duty could be adopted 
in respect of refrigerators as a class, since there is very 
little difference in the assessable value per litre capacity of 
refrigerators subject to lower/higher duty produced in the 
country. 

3.51 As regards excise duties on air-conditioners and 
parts of air-conditioning equipment two features stand out -- 
a high rate of duty for general use and a duty differential of 
about 85% ad valorem for specified uses. It is reported that 
the big duty differential has provided a tremendous incentive 
to obtain these products at concessional rates and then put 
them to general use. The Department, in the nature of things, 
cannot provide effective checks to stem such diversion. It is 
also true that the procedural requirements in relation to 
such specified uses and post delivery checks are cumbersome. 

3.52 Besides, as only eight specified parts are effectively 
subject to duty several cases of manipulation of prices by 
indicating lower assessable values for dutiable parts and higher 
values for exempted parts and accessories have come to notice. 

This has resulted in lower duty collections on these specified 
parts. 

3.53 Considering the above aspects, the Group is of the 
view that a suitably lowered uniform rate of duty should be 
adopted in respect of air-conditioners, irrespective of the 
use to which they are put. As regards parts of refrigerating 
and air-conditioning machinery, the Group is of the view that 
duty should be made applicable to all identifiable parts and 
accessories as against the selective nature of the levy at 
present. 
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3.54 Majority of capital goods used for production of 

other goods are presently classified under Tariff Item 68 and 

CAPITAL GOODS get sub J ect to excise duty at 12% ad valorem . 

The revenue derived from the more important 
of them during 1983-84 (at 10% ad valorem ) was as follows:- 

Rs. Crores_ 


1 . 

Machine Tools and accessories thereof 

8.22 

2. 

Air and gas compressors 

4.34 

3. 

Boilers 

2.87 

4. 

Conveyors 

1.95 

5. 

Reduction gears 

0.39 

6 . 

Textile machinery 

16.61 

7. 

Sugar mill machinery 

3.08 

8. 

Paper and Pulp machinery 

0.74 

9. 

Chemical/pharmaceutical machinery 

1.66 

10. 

Steel plant equipment 

0.66 

11. 

Dairy machinery 

0.79 

12. 

Industrial filters etc. 

0.76 

13. 

Cement Mill machinery 

2.51 

14. 

Other industrial machinery 

36.34 

15. 

Cranes 

4.38 

16. 

Lifts 

0.74 

17. 

Electrical machinery 

34.54 


TOTAL: 130.58 


3.55 From the point of view of revenue, thus, capital 
goods are important. If revenues from additional customs duty 
(countervailing duty) on capital goods (falling under T.I.68) 
are also taken into accou-t, the revenue implications could 

be? much higher. 

3.56 Yet, the fact remains that a duty on capital goods 
is for all purposes a tax on investment. Under direct tax laws, 
special allowances are provided for new investment. On the 
customs side, in the last Budget, duty on 'project imports’ was 
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substantially reduced on considerations of reducing investment 
costs. A lower rate of excise duty on capital goods seems very 
much called for since it is likely to provide a greater incentive 
to investment through lower cost of investment ab initio and 
in some cases, also lower recurring production costs. 

3.57 The Group would make the following suggestions 

in this regard:- 


(a) 'Machine tools', which are the basic machinery 
for manufacturing activities including machine 
building — covered by heading 84.25 of the 
suggested excise tariff — should be 'zero' 
rated. In fact refunding even the input duty 
on machine tools could be thought of. 


(b) All other capital goods including machinery, 
should be subject to the lowest rate — viz., 

LI — with full input duty credit. 

3.58 Encouragement to the use of non-conventional and 

renewable sources of energy, could play a vital role in meeting 

the energy demands of the 
various sectors of economy and 
also producing other tangible benefits such as better ecological 
balance. In our country, the full potential of these sources 
has not yet been explored. It is understood that one of the 
important reasons for this is that new investment in this 
sphere has not been made attractive enough. 


NON-CONVENTIONAL AND 
RENEWABLE ENERGY SOURCES 


3.59. The Group suggests the following measures in 

this regard 

(a) Presently, 16 specified equipments connected 
with use of non-conventional sources of energy 
are z^ro-rated. Similar treatment should be 
accorded to parts and accessories of such 
equipment. 

(b) The following equipments should also be 
zero-rated :- 

(i) Solar refrigerators and air-conditioning 
systerns. 

(ii) Deep discharge batteries used in 
electric/battery powered vehicles. 
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(iii) 4-6 wheeler electric battery powered 
vehicles. 

(iv) Fuel briquetting machines. 

(vj Bio-gas appliances. 

(vi) Batteries for solar lighting equipment. 

(c) With a view to encouraging entrepreneurs 
to invest in the field of manufacture of 
equipments/appliances used for generation 
and use of non-conventional sources of energy, 
machinery, raw materials and other inputs 
used by the manufactures of such equipment/ 
appliances, could be ' zero-rated 1 . The 
availability of the zero-rate could be subject 
to production of a certificate from the 
Department of Non-Conventional Energy Sources. 

3.60 Like 'non-conventional and renewable-sources of 

energy', pollution control systems also merit a special treatmeht. 

POLLUTION CONTROL While it is true that today there is 
SYSTEMS some awareness among manufacturers to 

minimise pollution by adopting measures to clean up industrial 
wastes before letting them into the surrounding environment, 
the efforts made are not adequate. It is felt that there is a 
need for giving a positive thrust to adoption of pollution 
control systems. The Group considers that all systems of 
pollution control should be zero-rated. Particular mention may 
be made of the equipment, identified under the Income-tax law 
for grant of special allowances. A beginning could be made by 
zero-rating the following equipment 


A. AIR POLLUTION CONTROL EQUIPMENTS, being 

(i) Electrostatic precipitation systems, 

(ii) Felt-filter systems, 

(iii) Dust collector systems, 

(vv) Scrubber-counter current/venturi/packed- 
bed/ cyclonic scubbers. 
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B. WATER POLLUTION CONTROL EQUIPMENTS, being 

i) Mechanical screen systems, 

ii) Aerated detritus chambers 

(including air compressor). 

iii) Mechanically skimmed oil and grease 
removal systems. 

iv) Chemical feed systems and flash mixing 
equipment. 

v) Mechanical floculators and mechanical 
reactors. 

vi) Diffused air/mechanically aerated 
activated sludge systems. 

vii) Aerated lagoon systems. 

viii) Biofillers. 

ix) Methane-recovery anaerobic digestor system. 

x) Air floatation systems. 

xi) Air/steam stripping systems, 

xii) Urea hydrolysis systems, 

xiii) Marine outfall systems, 

xiv) Centrifuge for dewatering sludge. 

xv) Rotating biological contactor or bio-disc. 

. SOLID WASTE CONTROL EQUIPMENTS, being 

Caustic/lime/chrome/mineral/cryolite 
recovery system. 






59 


CHAPTER 4 


EXCTS ABILITY - CONCEPTS AND S OM E PROBLEMS 

4.1 The tariff nomenclature suggested by 
the Group can be expected to considerable reduce areas 
of dispute. Yet., since goods pass through several 
stages of transformation at more than one place of 
manufacture, a detailed nomenclature a_one may not 
bring about the requisite clarity as to the "liability 
to duty". An examination is, necessary 

therefore, of some of the concepts basic to the 
Central excise levy, namely, 'excisable goods', 

1 manufacture', 1 manufacturer', and the principles of 
classification for bringing about the desired clarity 
and uniformity in the matter of classification. 

4.2 In the present excise law, 'excisable 
goods' means "goods specified in the First Schedule as 

CONCEPT OF being subject to a duty of excise 

'EXCISABLE GOODS' and includes salt". To attract 

the definition of 'excisable goods', the pre-requisites 

are (i) a product should come into existence as a 

result of 'manufacture 1 ; (ii) it should be marketable 

or saleable, though not actually bought and sold; 

and (iii) it should be other than an 'immovable'. 

4.3 The present definition is based as it 
is on the specific inclusion of a product in the 
tariff schedule. This has some merits; yet, it has 
given room for divergent interpretation, particularly, 
with reference to Tariff Item 68. With a view to 
bringing greater clarity in the scope of the expression 

excisable goods' as also to include specifically 
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within its ambit, goods which have acquired the 
essential character of finished goods, the Group 
would sugt »st for* consideration a definition of 
'excisable goods' on the following lines 

"Excisable goods" means goods specified 
in the First Schedule to this Act as 
being subject to a duty of excise and 
includes, things, articles, products 
and goods which have acquired a form or 
shape or character essential to the 
form, shape or character of the goods 
specified in the said schedule". 

4.4 The expression 'manufacture' has been 

defined as including any process incidental or ancillary 

to the completion of a manufactured product. This 

CONCEPT OF definition has been extended to include 

"MANUFACTURE" . l=»rocesjsas 

specified/as constituting "manufacture" 

in relation to some specific products. 

4.5 The interpretation placed on the expre¬ 
ssion "manufacture" by the Supreme Court, in a nutshell, 
is as follows:- 

"The word 'manufacture' under section 2(f) 
of the Central Excises and Salt Act, .1944, 
implies a change, but every change in the 
raw material is not manufacture. There 
must be such a transformation that a new 
and different article must emerge having 
a distinct name, character of use." 

(AIR 1968 SC 922). 

However, in cases where a process of manufacture has been 
specifically mentioned in the definition clause, the 
process has been construed* to be covered under the 
expression 'manufacture'. 


ir 

The Supreme Court has, while considering the question 
whether processing cf fabrics amounts to manufacture, 
taken the view that by virtue of the specific mention 
of these processes'in relation to fabrics under the 
definition clause these processes would be considered 
as amounting to manufacture. (Empire Industries 
Limited Vs. UCI -decided on 6.5.1985). 
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4.6 The Group also took note of some of the 
interpretations of the term ’manufactured articles' 

in the American Jurisprudence (relating to Customs 
duty), which are excerpted below: 

(1) The process of manufacturing has been 
judicially defined as making an article 
entirely by hand or machinery into a 
new form capable of being used and 
designed to be used in ordinary life. 

(2) To classify an article as a manu¬ 
facture or as part of a manufacture, 
it must be shown that the raw material 
from which it was made has been 
processed to such a degree that it no 
longer can be used for a large portion 
of the original potential uses thereof. 

(3) To be a 'manufacture of', there must 
be transformation of the starting 
material into a new article of commerce- 
that is, there must be a transformation, 
a new and different article must emerge, 
having a distinctive name, character, 

or use. 

(4) Where an original element of a raw 
material is merely separated by a 
treatment to which it is subjected, 

it may still be a manufactured article. 

4.7 Besides, the suggestions received from the 
trade and industry and the departmental officers in th$i 
regard were also examined. Some of these as also the 
alternatives considered by the Group are listed in 
Appendix 4.1. 

4.8 After examining these alternatives, the 
Group is of the view that a definition of 'manufacture' 
on the lines indicated below could be considered: 

^Manufacture" means bringing into existence 

any excisable goods, and shall include- 

(a) any process or treatment incidental 
or ancillary to the completion of a 
manufactured product; 

(b) any process which causes p conversion 
or change to occur in the content or 
composition or form or name or appearance 
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of a thing or things, such that 
the description of any goods specified 
in the tariff schedule is attracted, 
irrespective of whether the thing or 
things and the goods fall under the 
same heading or sub-heading; and 

(c) any process which is specified in 

relation to any goods in the Section 
or Chapter notes of the First Schedule 
as amounting to manufacture^ 

and shall exclude any process which is specified in 

relation to any goods in the Section or Chapter Notes 

of the First Schedule as not amounting to manufacture. 

4.9 In the scheme of things envisaged by the 
Group, if‘any particular process of manufacture were to 
be included within or excluded from the purview of 
definition, a stepulation to this effect should be made 
as part of the Section or Chapter Notes in the tariff 
Schedule Besides, if any article gets specifically 
mentioned in the heading or sub-heading of the tariff, 
the conversion of the material or thing into such 
article regardless of whether such article or thing also 
falls under the same heading or sub-heading, would be 
construed as "manufacture". Thus, between clauses (b) 
and (c) of the proposed definition any finishing or 
embellishing process involving value addition could be 
covered. However, either conceptually and also on 
account of administrative problems, the Group would not favour 
construing mere affixing of brand labels as 'manufacture'. 

4.10 The concept of 'goods manufactured on job 
basis' does not flow from any specific definition in the 

CONCEPT OF GOODS present Central excise law. In fact, 

MANUFACTURED ON . . . , 

JOB BASIS the law 3as not 11,3(36 an Y distinction 

between goods so produced and goods 
produced from manufacturer's own raw materials, as would 
appear from the following observations of the Supreme 
Court in the case cited in para 4.5:- 



63 


"When the textile fabrics are subjected 
to the processes like bleaching, dyeing 
and printing etc. by independent processes, 
whether on their own account or on job 
charges basis, the value for the purpose 
of assessment under section 4 of the_ 

Central Excise Act will not be the pro¬ 
cessing charges alone but the intrinsic 
value of the processed fabrics which is 
at which such fabrics are sold for the 
first time in the wholesale market". 

4.11 The Department has, however, been providing 
special dispensations to job workers producing Tariff 
Item 68 goods by recovering duty on 'job charges' (vide 
notification No.119/75, since rescinded) and by 
shifting the duty burden to the principal manufacturer 
(rule 56C). While the former system had led to several 
disputes, Jthe latter has,in fact,been described generally 
as cumbersome. 

4.12 In general, goods arising out of 'job 
work' can be of four categories 

(a) Where the raw materials and inputs 
are supplied in full or in part; 

(b) Where the goods are in semir-finished 
'state and the completion of certain* 
processes results in an excisable 
product coming into existence; 

(c) Where the goods are already in a 
finished state and the processes 
carried out are essentiallyembellishing 
in nature (e.g. electro plating, 
chrome plating); and 

(d) Where one of the processes (e.g. 
drilling holes,) not being a finishing 
process in a series of operations^ 
is carried out. 

4.13 As regards the first two categories of cases, 
the excisable goods come into being in a factory; hence, 
the goods would merit a treatment similar to- the one 
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applicable to goods produced in the same factory. As 
regards the third category, such ’job work' is a 
potential source of duty avoidance, though it provides 
livelihood for many self-employed persons. In the 
proposed definition of 'manufacture', clauses (b) and 
(c) would bring such operations within the excise net. 

If, however, the intention is not to recover duty on 
such job work on administrative or other grounds, the 
processes carried out with reference to any individual 
product could be specified under the 'exclusion' clause 
provided in the definition of 'manufacture'. In 
regard to the fourth category, since the process or 
processes undertaken does/do not result in an excisable 
commodity, the 'job work' carried out should not be 
regarded as Manufacture'. 

4.14 The definition of "manufacture)!' in the 
Central excise law flows from the definition of 
"manufacture". The relevant portion of the definition 

CONCEPT OF is as follows: 

'MANUFACTURER' 

"and the word manufacturefshall be cons¬ 
trued accordingly and shall include not 
only a person who employs hired labour 
in the production or manufacture of 
excisable goods, but also any person who 
engages in their production or manufac¬ 
ture on his own account". 

4.15 The scope of the above definition has been 
the subject matter of dispute and litigation. In general, 
there is little doubt regarding a person, who manufactures 
excisable goods on his own account, using his own raw 
materials, as a 'manufacturer'. But there are two other 
types of situations, namely, (a) where a person manu¬ 
factures excisable goods on 'job basis;, out of materials, 
supplied by another; (b) where a person manufactures 
excisable goods as per the specifications prescribed by 
another, and the transaction is 'apparently' from a 
principal to principal. In both these situations, the 
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Department's view is that the real manufacturer is the 
one who puts the goods in the market (in the real sense 
of the term) for the first time. By this interpretation, 
in a number of cases, small-scale enterprises have been 
denied duty exemptions. However, this view has not been 
accepted by some High Courts. The Group feels that in 
cases of the first type both the de-facto and dejure 
manufacturers should be regarded as 'manufacturers' 
for the purpose o f excise law. In such a case, the 
duty liability may be jointly and severally shared by 
both. But the duty due could be collected from one of 
-tKem and on the value relatable to the price at which 
the 'dejure' manufacturer sells the products in the 
wholesale market. As regards the other, a conscious 
view need be taken whether in such cases, it is desi¬ 
rable to hold the 'dejure' manufacturer as the 'manu¬ 
facturer 1 , which could place some small-scale enterprises 
at a disadvantageous position. 

4.16 The Group would suggest a definition of 

Manufacturer' on the following lines: 

" 'Manufacturer' shall be construed in 
accordance with the meaning of 'manufacture' 
and shall include a person who - (al 
manufactures excisable goods on his own 
account or otherwise, and (b) gets such 
goods manufactured or produced from 
another person, after supplying the 
necessary materials for such manufacture 
either in full or in part". 


4.17 The Group also examined the classification 

principles to be adopted in respect of certain categories 
SOME SPECIFIC of goods. In regard to intermediate 
GOODS 0 - 1 INTER- ^oods, present legal position is that if 
MEDIATE GOODS such goods have acquired a marketable or 
saleable form, duty would be attracted thereon irrespec¬ 
tive of whether these are sold or not. However, when 
such goods come into existence in a continuous and 
uninterrupted process then these are not liable to duty, 
if these are part and parcel of the product. Corresponding 
to near universal tax credit, goods captively used would not 
pay duty. This would also eliminate related disputes. 
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4.18 In regard to re-conditioned or remade 

goods, as the law stands today, there is considerable 

RE-CONDITIONED doubt on the dutiability of such 

GOODS 

goods based on subtle distinctions 
drawn between 're-conditioning 1 , ’re-making' and 
' inanufacture' . Some of the judicial decisions on this 
issue are as follows :- 

(1) Conversion of old silver/gold 
jewellery and silverware or goldware, 
after melting, into raw jewellery/ 
manufacture of a new product. 

(2) Retreading of old tyres does not 
amount to manufacture. 

(3) The process of re-rubber lining of 
old tanks/vessels does not amount to 
manufacture as it does not amount to 
bringing into existence any new article. 

The Appellate Tribunal had, in a case (cf. 1983 ELT 1927), 
also considered the question whether in a situation 
where certain pistons were melted and fresh pistons were 
made from the melted material, the fresh pistons attracted 
Central excise levy. The observations of the Tribunal 
excerpted below bring out the distinction between 
're-making' and 'manufacture' succinctly : 

" It is too facile to assume that there 
was no manufacture since no new product 
emerged. To say that it was pistons that 
were received and it was again pistons 
that were remade is to miss the point 
that the rejected pistons partook the 
character .of mere scrap. They did not 
qualify to be anything other than scrap. 

They were useless as piston. Had it 
not been so, they need not have been 
rejected at all to be re-made." 


4.19 


Thus, at present, there are side by side 
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processes which are essentially in the nature of repairs 
to make a product useful or functional, and processes 
which entail loss of original identity and re-making of 
the product. The Group would suggest the following 
approach to this issue:- 


(1) 'Re-conditioning' or re-making of 
used or unused excisable goods which 
entails dismantling of the goods or 
loss of identity of the goods should 
be regarded as 'manufacture'. 

(However, in respect of capital goods, 
plant and machinery and equipment, 
including their parts, the duty 
liability could be limited to the 
'reconditioning' or 're-making' 
charges, thus, avoiding double levy 
on the basic material). 

(2) Repair- and reconditoning, without 
loss of identity of duty-paid unused 
or used goods received for repair 

or reconditoning should not be regarded 
as 'manufacture'. (The receipt and 
disposal of such goods could be 
monitored by a suitable procedure). 

4.2(1 The assesssment of 'turnkey project' is 

another issue which is the subject matter of considerable 
TURNKEY dispute. While there are decisions to the 

PROJECTS effect that 'plant and machinery' installed 

in a premises cannot be regarded as 'goods? liable to duty 
under the excise tariff, the assessment practice adopted 
in the field is to inclu~de the entire cost of a project 
including, site planning design, erection, commissioning 
and supervision charges in the assessable value of 'goods' 
The assessments are also stated to be kept provisional for 
a long time. The Group is of the view that, as long as 
Central excise'duties derive their authority from Entry 
84 of List I of the Seventh Schedule, duty should be 
charged only on 'goods’ as distinct from services. This 
would also be inline with the Group's suggestion for 
lowering the duty incidence on capital goods. To ensure 
that part of the value of goods is not shown as 'service 
charges' an effective system of audit would need to be 
evolved. 
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421 The levy of Central excise duty on 

waste, scrap and residue is again an issue which has 


WASTE, SCRAP 
AND RESIDUE 


grounds: 


generated considerable discussion. 

The industry has been objecting to the 
levy on this class of goods on two 


(1) There can be no conscious manufacture 
of waste and scrap and hence, if such 
materials do arise, these cannot be 
held to have been manufactured in 
terms of the Central excise law. 


(2) It is repugnant to tax a product 
that is thrown away, though at a 
price. The Government has iteself 
accepted the validity of the second 
ground in respect of a few commodi¬ 
ties and granted exemption from duty 
to press mud, bagasse, saw dust, fly 
ash, sewage sludge, cut tyres and 
cut tubes. 

4.22 The view generally upheld by the courts is 

that where the Parliament itself provides for imposition 
of excise duty on any particular type of scrap, the levy 
is intravires and constitutional. Hence, with a view to 
bringing about greater clarity in the matter is 
suggested to include under relevant Chapters of the 
tariff nomenclature, a heading for waste and scrap and 
fix a separate rate thereon, be it 'nil' or otherwise. 


4.23 The discussion with reference to specific 

categories of goods naturally led the Group to consider 


NEED FOR INTER¬ 
PRETATIVE RULES 


the question of laying down the 
principles of classifications as 


part of the tariff nomenclature itself. In the present 


arrangement of the excise tariff, there is no set of 


general rules for interpretation of the scope for various 
tariff entries, though, in practice, some of the general 
principles of classification like a specific entry 


getting primacy over a general entry, predominant and 
capability of use and other concepts have been applied. 
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Besides, time and again, some of the principles 
of interpretation, which have been laid down in the 
CCCN or the Customs Tariff Act, have been called to 
assistance in deciding the disputed issues. 

4.2 V The Group has considered this issue 

and recommends that a set of interpretative rules 
should be incorporated in the excise tariff schedule 
with a view to achieving greater clarity and reducing 
ambiguity. The interpretative rules which would be 
appropriate for the excise tariff nomenclature are 
set out in Part II of the Report. These rules should 
be made part of the separate Central Excise Tariff 
Act, as suggested. 
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CHAPTER 5 


DUTY EXEMPTIONS 


5.1 Tax systems, the world over, have their own 
schemes of exemptions and reliefs. The basic principle 
underlying such schemes is that taxation cannot merely be 
regarded as a source of raising funds to support the 
expenditure of the State but has to be construed as an 
instrument for bringing about economic changes, which are 
considered socially desirable through the use of its tools, 
namely, preferences and reliefs. In the context of a 
developing economy, the application of such schemes in 
fact acquires a greater importance. 

5.2 The present excise duty system is a typical 
example of this principle in wide operation. It abounds 
in exemptions and reliefs meant to subserve a variety 

of economic and social objectives, which, by themselves 
are justifiable. The more important of the objectives 
sought to be achieved through such schemes are - 

(a) imparting progression to the duty 
structure (e.g. exemptions based 

on value slabs in respect of cotton 
fabrics of counts upto 51s); 

(b) minimising the effect of input 
taxation (e.g. duty adjustment in 
respect of inputs falling under Tariff 
Item 68 when used in other excisable 
goods); 

(c) fiscal support to small scale units 
(e.g. general scheme applicable to 
68 commodity groups); 

(d) encouragement to higher production 
(e.g. rule 56AA of Central Excise 
Rules, 1944); 

(e) promotion of exports (e.g. exemption to 
excisable goods brought into free 
Trade Zones); 

(f) encouragement for use of indigenous raw 
materials (e.g. rebate for minor oils 
used in the manufacture of soap) ,- 
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(g) furthering the interest of public 
health and family planning programme 
(e.g. exemption to 'life saving' drugs 
sera, vaccine and contraceptives); 

(h) relieving duty burden on products used 
for defence purposes (e.g. exemptions 
to engines for defence aircrafts); 

(i) fiscal support to the village industries 
sector (e.g. partial exemption to matches 
produced by KVIC units, full exemption 

to Khadi); 

(j) non-commercial uses (e.g. exemption to 
samples, cinefilms acquired by archives); 

(k) making available inputs of agriculture 
at reasonable prices (e.g. full 
exemption to fertilisers); 

(l) assistance to educational and 
research activities (e.g. partial 
exemption to printing and writing 
paper, exemption to goods produced 
in the course of teaching/research); 

(m) relief to victims of natural calamities 
(e.g. exemption for goods supplied to 
victims of Morvi floods). 

5.3 The exemption notifications referred to earlier 

are issued under a delegated power of exemption vested 
in the executive. While the maximum rate leviable (known 
as the statutory rate) on each commodity is fixed by 
Parliament and incorporated in the Tariff Schedule, within 
the span of such rate, the executive fixes and alters 
the rates of duties (known as 'effective' rates) 

depending on various considerations. The pattern of 
exemption notifications (as on 31.3.1985) as given in 
Table 1*. 

TABLE 1 

Pattern of exemption notifications of basic 

duties of excise (as on 31.3.1985) 


(a) 

Notifications extending full duty 
exemption to specified products. 

' 

167 

(b) 

Notifications prescribing effective 
rates of duty. 

- 

131 
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(c) Notifications relating to samples - 31 

(d) Notifications extending incentives. - 8 

(e) Notifications listing dutiable items. - 5 

(f) Extension of input duty adjustment. - 17 

(g) Exemptions to products, which are - 29 

cdptively consumed. 

(h) Notifications, relating to defence - 19 

production. 

(i) Notifications, extending exemptions - 50 

to specified end uses. 

(j) Exemption to small scale units. - 29 

(k) Exemption to certain products - 16 

manufactured from duty-paid inputs. 

(l) Exemption to medium scale units. - 7 

(m) Exemption to export sector. - 8 

(n) Miscellaneous- - 22 

Total No. of notifications - 533 


Thus, more than 50 % of the exemption notifications seek 
to fix effective rates of duty (including 'nil' rate) 
in respect of specified products without any conditions 
attached. Others provide reliefs for specific end 
uses or specified sectors or segments of industries or 
specified products, subject to fulfilment of certain 
conditions. 

5.4 An appraisal of the present scheme of excise 

duty exemptions reveals that the scheme - in concept and 
in operation - has its own advantages. It lends the 
desired flexibility to the system and enables a quick 
response to emergent situations. It provides a positive 
impetus to desired activities or end uses, which have 
their own contribution towards economic and social 
betterment. Considering the sensitive nature of duty 
changes, particularly in regard to products which are in 
short supply, timely revision of rates - without prior 
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indication avert the possibility of speculative gains to 
some at the expense of the consumer. 

5.5 Flexibility in any tax system is generally 
preferred since it comes in handy to meet emergent 
situations. It gives the tax authorities, so to say, 

a sense of security. But the point for consideration is 
whether such contingencies arise often enough-with 
reference to all taxes and duties. Examining this aspect 
in relation to excise duties, a comparison with the 
advantages of a flexible scheme of customs duties becomes 
relevant. 

5.6 On the customs side, generally, the considera¬ 
tions that lead to duty exemptions and changes are 
fluctuations in international prices, which are not 
within the control of the Government, and the need to 
maintain parity in prices as between imports and domestic 
production in such circumstances. Unless the required 
adjustment is done with minimum loss of time, it can have 
an adverse effect on domestic industry. Thus, adjustments 
in customs duty, carried out through issue of exemptions 
without waiting for a statutory amendment, has substantial 

j ustification. 

5.7 Similar considerations do not seem to apply 

in the case of Central excise duties, at least not the same 
degree of urgency. Within the Indian market stability 
in taxation has its virtue and would be more important 
than the need for flexibility in order that domestic 
entrepreneurs can plan with confidence their production 
and pricing on lon^ term basis in the context of their 
assessment of the market behaviour without fear of their 
plan going awry by unforeseen changes in commodity 
taxation. . When duty adjustment becomes necessary, it 
can be carried through legislation in- the annual Budgets 
or in the other Sessions of Parliament which meets 
several times a year, enabling the proposals to be 
considered and discussed by Parliament. In respect of many 
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commodities, the effective rates of duties, fixed 
simultaneously with the Budget when parliamentary sanction 
is obtained for the statutory rates, have not varied over 
a period of time, and the cushion between the statutory 
rates and effective rates remained unused. In these 
cases such cushions, one could say, were really uncalled 
for; and these cushions tended to induct avoidable 
uncertainty^in taxation militating against the desired 
objective of long term planning. Even where a case arises 
for altering the duty rate / it is not as if the contemplated 
reduction or increase gets carried out instantaneously. 
Considerable deliberation and inter-ministerial discussions 
precede any such change. The Group is of the view that for 
the excise levy, a system which provides for adjustment in 
duty rates only through legislative amendments, would not 
be operationally too difficult or dilatory. Once the 
power of exemption is available in the statute, it tends to 
get used often. If it were not there, the system would not 
suffer. Such is the case with the scheme of direct taxes 
today. The considerations in respect of direct taxes are 
somewhat different, but the system does work without the 
executive power of exemption. In respect of sales tax 
also, exemptions are neither as many nor as frequent. 

5.8 There is no denying that some of the exemptions 

have subserved very desirable objectives. Yet, it may not 
always be possible to draw a direct correspondence between 
duty reduction and its effect on factors like production, 
costs, prices and consumption. Duty reliefs do not operate 
in isolation. They function in relation to a given 
economic policy framework, an existing underlying tax 
system as also non-tax legislation affecting development. 

In the Indian context, many a time, it has been noticed that 
duty reductions do not get used by the trade and industry 
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to reduce prices with a view to stimulating demand. .More 
often these serve as 'elbow room 1 for off-setting cost 
escalation or for increasing the profit margins, the pricing 
getting determined by-market conditions. Many of the 
exemptions do not lend themselves to proper monitoring 
because of the large number of assessees involved and the 

\inadequate data base. 

% 

5.9 Two other aspects need a special mention in this 
regard. Firstly, in the legal drafting of exemption notifica 
tions, the effort is to include in them such conditions as 
would ensure that the benefit is channelled only to the 
intended activity. In actual operation, such objective is 
not always fully achieved. On the other hand, words and 
expressions, in themselves not always perfect vehicles 

of thought and intention, as used in the notifications, 
give room for divergent interpretations and decisions 
which result in avoidable disputes and litigation. In fact, 
today, on the Central excise side, disputes relating to 
notifications outnumbe'r the disputes concerning tariff 
entries. Secondly, an exemption being a ready instrument 
for manipulating the duty rates, comes to be looked upon 
by the industry as a legitimate source of baling it out of 
its difficulties. There is, thus, a constant demand for 
■tailor-made' rates. In the result, several distortions 
have crept into the tax structure, leading to unhealthy compe 
tition among manufacturers. 

5.10 The Group is of the view that in the context of 
Central excise duties, there is no compelling reason to 
have a scheme in which, effective rates of duties would be 
fixed (within the ceiling of the statutory rates sanctioned 
by the Parliament) by the executive through notifications. 

Nor is there any justification for having exemption 
notifications, replete with conditions and provisos to 
benefit or exclude a particular sector of an industry. In 
the interest of simplification of the Central excise levy and 
to give it greater stability, the Group would commend a 
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system in which duty changes would be made through legislation 
rather than exemption notifications issued under the 
delegated power. 

5.11 The objective of providing protection or 
incentives could well be achieved through changes made 
periodically in the tariff schedule itself. This would 
ensure that duty changes are not based on micro distinctions, 
but are of general application. The present system of 
operating the Central excise tariff through a two-tier system 
of tariff rates and effective rates may be replaced by merger 
of the effective duty rates in the tariff itself. This will 
convert a number of effective rates into statutory rates and 
with this, many of the exemption notifications will become 
redundant. The revised Central excise tariff which is being 
recommended by the Group has kept this aspect in view. As a 
sequel to this approach, in respect of bulk of the products, 
the tariff rate would also be the effective rate of duty. 

If it is still considered necessary to have a provision to 
enable the Government to raise the duty on a particular 
product at a short notice, without going in for statutory 
amendment of the Central excise tariff, a provision analogous 
to the one relating, to export duty could be thought of. 

Thus only such duty relief schemes have a wide application, 
and are not "tailor-made" and which are not subjected to 
frequent short term changes, would have a place in the 
system envisaged by the Group. 

5.12 Within the framework of this approach, the Group 
examined a few duty exemption schemes from the angle 
whether they could be replaced by any other measures. 

First in the list of such exemptions is the schemes which 
give effect to certain specific policy measures of the 
other wings of Government. Instances of exemptions of this 
category are exemptions to soap containing specified minor 
oils, to vanaspati containing rice bran oil, preferential 
duties for matches produced by KVIC units, and rebate for 
late and early crushing of sugar. If past experience is any 
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guide, such schemes have been operationally difficult and 
prone to evasion and litigation. The differential taxation 
schemes in the match industry represented by the fully 
mechanised sector, the middle and the tiny sectors and the 
textile industry which has even more sub-sectors, are 
examples of the kind of aberrations which are brought about 
by excessive use of the duty exemption mechanism. In 
particular, the Government had to revise the schemes relating 
to matches more than once, to balance the claims of different 
sectors and to take care of situations which could have been 
easily exploited by unscrupulous elements in the industry. 

The Group would suggest that alternative routes should be 
explored to provide the requisite support in lieu of such 
duty exemption schemes. 

5.13 As regards the excise rebate scheme for encouraging 
late or early crushing by sugar factories, it has been observed 

SUGAR REBATE that calculation of the amount of rebate 

SCHEME involves a detailed and complicated 

procedure. This scheme has also given rise to innumerable 
disputes and complaints of delay in disposal of the rebate 
claims. The Group would suggest that the sugar rebate 
scheme should not be operated through the excise mechanism. 

The nodal Ministry should be able to compensate the sugar 
factories undertaking late or early crushing, by suitably 
changing the ratio of their levy and non-levy clearances 
or through other means. Verification of the accounts of 
the sugar factories for this purpose can be got done through 
the field staff of any of the concerned agencies such as the 
Sugar Directorate, the State functionaries or even the 
Central excise staff. 

5.14 Other exemption, schemes which would call for 
a special treatment in the scheme envisaged by the Group 
are - exemptions to the small-scale sector, exemptions to 
encourage higher production, exemptions to capital-intensive 
industries and new units and exemptions to medium-scale 
units. Of these, the first category i's dealt with in 
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Chapter 6, in view of their special importance in the Indian 
context. Others are discussed in succeeding paragraphs. 


5.15 Incentives for higher production through the 

duty mechanism had their beginning in the tax credit scheme. 


INCENTIVE FOR 
HIGHER PRODUCTION 


Subsequently, in 1976, a general 
scheme intended to boost production 


was’, introduced covering about 50 commodities. This scheme 


was not revived after it completed its initial term in 


1979. The Jha Committee, which examined the features of 


the scheme and its impact on production, felt that while 
an overall growth in production was not perceptible, 


the more efficient of the units benefited by increasing 
their market share. The continuance of the scheme was 
not favoured by the Committee. 

5.16 Subsequently, in 1982, a scheme in which 
allowing prospective credit of a por-tion of the duty paid on 
clearances in excess of clearances in a base period, was 
introduced. The benefits of this scheme, which was extended 
to 70 product groups, were available till last year. 

5.17 In regard to both the schemes, there is no 

» 

empirical evidence to show that these succeeded in their 


objective. On the available material, it cannot be claimed 


that the increase in production in the industries covered 
by the schemes, was the result of these duty incentives, 
or that if these incentives were not there, such increase 


in production as was registered in particular units of 
those industries, would not have been there. The Group 
is left with a feeling that in the Indi$ conditions, such 
selective duty incentives have little, or very limited, 
relevance to the production cycle, which is influenced 
more by other factors. On the other hand, the related 


notifications, which had to be hedged by multifarious 
restrictive conditions to channel the relief, have presented 
interpretations! problems leading to disputes. Besides, 


units which had achieved higher capacity utilisation due 
to efficient management and could not expand their 
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production any further, were placed, at a disadvantage 
vis-a-vis those units, with lower capacity utilisation. 
The Group does not, therefore, favour in principle, a 
general excise duty exemption scheme as a measure to 
boost production. 


5.18 Exemptions to capital intensive industries 


have also been tried within the excise duty system. 


RELIEF TO CAPITAL 
INTENSIVE INDUS¬ 
TRIES 


Such concessions have been extended 
to tyre and paper industries. 

These concessions have their own 


justification since investment in such industries involves 


substantial outlay on plant and machinery, on account of 
which even production costs could be much higher than that 
of established units. In actual operation the schemes 
led to serious problems and litigation, and had to be 
frequently revised, inter alia to counter the abuses and 
attempts at taking undue advantage of the related 
notifications. If investment cost is to be lowered, 
what would be preferable is a substantial reduction in 
import and excise duties on mother machines and capital 
goods. 


5.19 Excise duty reliefs have also been extended 

to nurture new units in certain industries. Such reliefs 


RELIEF TO 
NEW UNITS 


could encourage new investment and 
also enable the 'infant unit' to tide 


over its initial cash-flow problems. These considerations 
are indeed valid. While still holding the view that such 
concessions have to be a part of a package of measures 
to attract new investment, a generalised scheme applicable 
to all new investment across-the-board without any 
elaborate conditions is recommnded by the Group. The 
extent of relief could be 20 % to 30% of nominal duty over 
a period 2 to 3 years from the date of first clearances. 
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Together with the suggestion for lowering the duty on 
capital goods, such a concession could provide the required 
incentive for new investment. 

5.20 The proposed exemption is wide in its scope. 
Conceivably, the substant-ial duty advantage for the new 
units in this scheme,the eligibility for which is 
restricted to a small period, could provide temptation 

to those so inclined to manipulate things to prolong or 
perpetuate that advantage, say, by closing old units on 
expiry of the eligibility period and starting new ones 
instead, or by changing the name or proprietorship of old 
units. The Group is inclined to believe that such mani¬ 
pulation is not easy with respect to large units 
requiring high capital investment, for the settipg up 
of which an industrial licence is necessary. The Group 
would suggest that this scheme of incentive should apply 
only to the new units which require such industrial 
licence. As for the SSI units, which can be set up without 
an industrial licence, the Group feels that since in 
their case, their captial investment on plant and machinery 
will not be more than Rs.35 lakhs, and since a perpetual 
duty preference with full exemption upto a specified 
limit of clearance, is being recommended for them, 
extension of this incentive scheme is not really necessary 
for such units. 

5.21 A related issue is about treatment to sub¬ 
stantial expansion of existing units. If the various tax 
concessions for the new units add up to greater advantage, 
the enterpenures are likely to prefer setting up new 
units than going in for expansion of their existing 
units, which would come in the way of achieving 
economies of scale in the Industry. There is a case 
therefore, for appropriate incentives for substantial 
expansion. The Group feels, however, that any scheme 
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for incentives for substantial expansion through excise 
mechanism is likely to present intractable problems of 
implementation. It will be impracticable, for instance, 
to segregate the production relatable to such expansion, 
and manipulation would be easy. The Group does not 
favour, therefore, the excise duty incentive scheme for 
substantial expansion. 


5.22 Another area which deserves attention is 

modernisation of existing units as a measure to prevent 

DEVELOPMENT sickness in industries as also to 

FUND 

bring about greater efficiency in their 
working. Use of excise mechanism to provide incentive 
for this purpose would be even more difficult to 
implement than for substantial expansion. A suggestion 
made in this regard is that in industries where 
modernisation is called for, part of the excise payments 
made by the individual manufacturers could be kept in 
a separate 'development fund’ for undertaking moderni¬ 
sation work, the utilisation of which could be as per 
predetermined guidelines. The Group finds that a dispen¬ 
sation of this kind would be better than the duty exemption 
mechanism, but its success would depend largely on its 
proper implementation. 


5.23 As regards exemption to medium-scale units, 

the Group is of the view that with the changes suggested 
EXEMPTION FOR in regard to duty reliefs for the 
UNITS small sector, there is no need for 

them. If still in certain sectors 
(for example, paper, tyres), such units are to be helped, 
suitable subsidy schemes could be thought of in replace¬ 
ment of existing schemes of duty exemptions. 


5.24 The other duty exemption schemes presently 

in operation are :- 

(a) Exemptions to samples of 
excisable goods; 

(b) Exemptions to goods meant for 
captive consumption; 

(c) Exemptions affording duty 
set-off; 


CERTAIN OTHER 
EXEMPTION SCHEMES 
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(d) Exemptions for specific end-uses; 

(e) Exemptions to products, in consideration 
of a higher level of duties on their 
inputs. 


5.25 As regards the first category, at present, 
there are thirty one notifications extending full duty 

EXEMPTION exemption to samples, namely, samples 

FOR SAMPLES drawn by Governmental agencies for test 
purposes, samples used for testing purposes inside and 
outside the factory, and trade samples for which certain 
monetary or quantitative ceilings have been prescribed. 

In the case of patent or proprietary medicines, duty 
free removal of samples is also allowed for free distri¬ 
bution among doctors, hospitals, etc. Where samples 
are cleared for test purposes, detailed procedures involving 
lengthy scriptory work have been prescribed and the 
remnants of the samples are required to be destroyed. 

The Group is of the view that no exemption need be given 
for trade samples since sales promotion is a part of the 
commercial activity of the manufacturers, as the impact of 
duty on samples is only a fraction of the cost of samp'les 
themselves, which are, in any case, to be recovered in the 
wholesale price of the products. The overseas market 
would, in any case, be relieved of the duty burden on 
export samples (through drawback). In respect of samples for 
test purposes, a general provision could be possibly made 
in the Tariff Act itself, with rules for regulating the 
procedure instead of diverse notifications as at present. 

5.26 Exemptions of the second category would, by 
and large, get taken care of by the existing provisions 

under rule 9 and 49 with suitable 
modifications to cover the captive 
use of inputs without payment of duty even where inputs 
and final products fall under two different tariff headings. 
As regards the thrid, all such exemptions could be 
replaced by the proforma-credit procedure. 


EXEMPTION FOR GOODS 
CAPTIVELY CONSUMED 
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5.27 Exemptions for specific end-uses should 

generally be eschewed. Where absolutely necessary, these 

EXEMPTIONS FOR could be replaced by a suitable 

SPECIFIC END USES „ . 

provision m the Tariff Act itself 

with rules prescribed thereunder to regulate the procedure. 

Some, of the cases would get taken care of by the 

suggested extension of proforma credit. 


5.28 Exemptions of the last category, could 

again be taken care of by a suitable provision for a 


EXEMPTION FOR GOODS 
WITH HIGHER DUTY ON 
INPUTS 


'preferential rate' in the 
Tariff Act itself. 


5.29 The Group has reviewed the major categories of 
exemptions. There lire softie notifications of special 
nature which do not tjuit fall in any f these categories. 
Those can also be reviewed in the light of the approach 
outlined above with a view to merging the contemplated 
notifications in the tariff and doing away with the 
conditions as far as possible. 

5.30 Summing up, the Group would recommend a move 
towards a system which would be stable over a period of 
time. Any changes therein should be through duly enacted 
legislative measures and not through executive notifica¬ 
tions. The process of changes to this point can begin 
with a self-imposed restraint on the ejrtfcise of the 
provision for exemption. 
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EXCISE DUTY CONCESSIONS TO SMALL-SCALE SECTOR 


6.1 Duty concessions to the small-scale sector are a salient 
feature of the present excise duty system. In the context of 
expanding commodity coverage, these concessions were initially 
conceived more as an administrative measure to keep the excise 
net manageable. In course of time, these have come to be oper¬ 
ated as a positive tool of fiscal preference to small-scale 
units to enable them to withstand competition from the organised 
sector. Different criteria of eligibility and varying quanta 
of exemptions have treen applied for individual industries. 
Between them these cover a wide range of products manufactured 
in the small-seale 3otS%.of, 

6.2 Several Committees set up in the past, including the 
Tariff Enquiry Commission, the Jha Committee and the Dundekar 

Committee have generally accepted the 
need For encouraging this sector which 
has the capacity to promote dispersal of industry, widen the 
entrepreneural base, provide employment and effectively 
utilise locally available labour and raw materials. The 
industrial policy resolutions of the Government have also 
envisaged added impetus and encouragement to this sector. 


NEED FOR EXCISE 
DUTY CONCESSIONS 


6.3 Scanning through the excise duty exemptions, one 

finds the following major types of excise duty concessions 

TYPES OF EXCISE DUTY to the small-scale sector:- 
CONCESSIONS TO THE 

small-scale sector 


(i) exemptions based on value of clearances; 

(Li) exemptions to small-scale units based on the 
cpjanuum of clearances (e.g. bins); 
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exemptions to goods manufactured without ~tbe 
aid of power (e.g. pigments, colours, soaps, 
goods covered under Tariff Item 68) 

(iv) exemptions to goods manufactured in an establish¬ 
ment where the number of workers employed or the 
elect ro motive force used is below a specified 
limit (e.g. footwear). 


Further, in relation to certain industries where inputs used by them 
are subject to relatively high rates of duty, downstream products 
have been fully exempted. Exemption to household articles of 
plastics, which are largely manufactured in the small sector is one 
such instance. Similarly, steel rerollers, manufacturing bars and 
rods hu.ve been provided duty exemption by making upward adjust¬ 
ment in the duty on ingots. And until recently, Tariff Item 
68 goods manufactured in premises other than a 'factory' as 
understood in the Factories Act were fully exempted from duty. 


6.4 Of the first category of exemptions, namely, those based 

on value of clearances, two exemptions stand out in terms of 

importance as well as coverage. The first 
applies to sixty-six commodities (Tariff Items) 
and is known as the 'general scheme of excise 
exemption to the small-scale units'. The other is the excise 
duty exemption available to goods falling under Tariff Item 68. 


VALUE OF 

CLEARANCE 

EXEMPTIONS 


6.5 The general scheme of excise duty concessions to small- 

scale units had its beginning in 1978. The diverse criteria 
adopted earlier for reckoning the eligibility to small-scale 
excise concessions were replaced by a uniform criterion of 
eligibility related to the value of clearances of a manufac¬ 
turing unit in the preceding year. Thus, a small munulaelurer 
Was eligible to avail of full duty exemption upto Its. 5 lakhs 
if his preceding year's clearances did not exceed Us.15 lakhs. 
Today, the eligibility limit with reference to II excisable 
goods stands at l<s.75 lakhs and full duty exemption limit at 
Its.7.5 lakhs. The extent of duty concession/exemption at present 
is as follows:- 
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Value of clearances 
(Rs.lakhs) 


Extent of exemption 


Upto 7.5 
7.5 to 15.0 
15 to 25 
25 to 40 


Full 

75% of' the normal duty 
50% of the normal duty 
25% of the normal duty 


In the nature of the scheme, the monetary content of the 
exemption is higher in the case of products subject to high 
rates of duty. 

6.6 In regard to Tariff Item 68 goods, initially the 

exemption was granted to all units who employed less than 
50 workers in a power-operat-ed factory or less than 100 workers 
in a non-power operated factory. In 1977, the basis of the 
scheme of exemption was changed to "val)ue of clearances in 
a year" and the eligibility limit was kept at Rs.30 lakhs, 
which was also the limit of full duty exemption. In the 
1979 Budget, this limit was reduced to Rs.15 lakhs. In the 
following year, the limits were restored to Rs.30 lakhs. 
Subsequently, in the 1984 Budget, the eligibility limit was 
raised to Rs.40 lakhs in respect of all excisable goods, 
while continuing duty exemption limit at Rs.30 lakhs. In 
the 1985 Budget, this limit has been further raised to 
Rs.75 lakhs. The extent of exemption available under this 
scheme as of now is as follows:- 


Value of clearances 
(Rs. lakhs) 


Extent of exemption 


0 

_ 

20 

20 

- 

30 

30 

— 

40 


Full 

75% of the normal duty 
25% of the normal duty 
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6.7 To enable a proper apprec.ation of the effect of the 
duty concessions extended to the small sector the Group 
undertook a quick study of the available information in rela¬ 
tion to the investment, employment and output in this sector. 

The Croup itself did not directly collect statistical data 

in this regard. For its examinatibn it made use of the 
ad hoc studies conducted by the Directorate of Tax Research in 
1984 and the publications of the Small Industries Development 
Organisation and Annual Survey of Industries. (Reference: 
Appendix 6.1 to 6.9). 

6.8 An analysis of the above referred information does not 
really help in drawing any firm conclusion about significant 
individual aspects relating to the small-scale sector. This 

is possibly on account of diversity in the coverage and approach 
of the studies conducted by different authorities. Yet, these 
do furnish broad pointers. The registration data relating to 
1980, 1981 and 1983 shows that units with investment upto 
Rs.50,000 in plant and machinery account for over 80% of the 
number of units (Appendix 6.4). These units accounted for 
about 70% of the employment in this sector. Over the last 
12 years, investment to turnover ratio has risen from 1:3 to 
1:6, due apparently, owing to a sharp rise in prices. 

6.9 The results of ad hoc studies, (Appendices 6.7 to 6.9), 
which could not be independently verified, indicate a different 
picture with reference to the 'general exemption scheme'. Units 
with value of clearances upto Rs.2.0 lakhs accounted for about 13% 
of the total output of all the units. With reference to the 
scheme applicable to T.I. 68 goods, units with value of clearances 
upto Rs.5 lakhs accounted for 40% of the number of units. 

Together, the above information indicates that a large number 

of small units is still within the output limit of Rs.5 lakhs. 

It is in this sphere, that employment is also higher. 
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6.10 The diverse criteria used for determining the 

eligibility to the exemption as also the different 'value 
limits' applied in relation to certain products (e.g. 
dyes and cosmetics)raised a basic issue, namely, the suita¬ 
bility of the criteria presently 


CRITERION FOR 

ELIGIBILITY TO used. It is noticed that though the 
SMALL-SCALE 
EXEMPTION 

substantial uniformity in this regard, 


general scheme has brought about 


some of the criteria which existed even prior to the intro¬ 
duction of the general scheme are still in vogue. 


6.11 Important among these, is the criterion of ’non-use' 

of power or steam for manufacture. Today, concessions 
based on this criterion are available to soap, polishes, 
creams and scouring powder, jute manufactures, footwear, 
matches, safes and strong boxes, electric lighting fittings 
and T.I. 68 goods by way of exemption notifications. In 
respect of some products (e.g. confectionery, food products, 
VNE oils, paper and paper board, all spun yarns and steel 
furniture), by a specific clause in the tariff description 
itself, the said products when manufactured without the aid 
of power have been excluded, thus placing them 

within Tariff Item 68, whereunder the exemption to 
non-power operated units is available. In this way, the 
concession to goods manufactured in non-power operated 
units,whether big or small, covers a wide variety of goods. 


6.12 The main argument in favour of these concessions 

is that this sector has a great employment potential and 
that such concessions provide a direct incentive to the 
development of traditional skills and artisanship. From 
the point of view of procedural obligations, it is generally 
believed that non-power operated units are run by illiterate/ 
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semi-literate as well as self-employed persons and hence, 
the rigour of excise procedures would be too much for them, 
apart from the duty burden . The contra argument is 
that the working conditions, terms of employment and welfare 
measures in this sector leave much to be desired; besides, 
it is said that by the very nature of things there would be 
no optimum use of raw materials in this sector. Further, 
non-use of power .is a criterion which can be easily circum¬ 
vented. Apart from surreptitious use of power, the comple¬ 
tion of certain processes which require power can be got 
done in another premises and, thus duty could be avoided. 

6.13 On balance, the Group is of the view that the argu¬ 
ments 'against' seem to outweigh the arguments 'for' continuing 
the duty concessions based on the non-use of power. There 
are certain industries in which large decentralised sectors are 
engaged in the manufacture of goods manually without the aid 

of power. The number of such units being large, it may be 
administratively necessary to keep them outside the excise 
control. Illustrations of such sectors would be: (i) goods 
manufactured by village industries (KVIC units), (ii) soap, 

(iii) footwear, (iv) unprocessed vegetable non-essential oils. 

The provision for such units can be made in the tariff itself 
in the 'zero rate' category. To guard against abuse, it may 
be necessary to stipulate that for eligibility to the zero 
rate, the manufacture should be wholly manual without the use 
of any machines, and in cases where use of machine is unavoidable, 
the machines used are such as are designed to be operated with¬ 
out the aid of power and not capable of being operated with. 

6.14 The criterion of number of workers employed being less 
than a specified number generally inhibits larger employment 
besides being easy to circumvent. Artificial fragmentation 

of units is also a distinct possibility. Similarly, exemptions 
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subject to the 'horse power 1 of the motive force used being 
less than a specified limit, are prone to be misused. On these 
considerations, adoption of these criteria for granting duty 
exemptions is not favoured by the Group. 

6.15 As for the other possible criteria viz., 'value 
added', 'employment per unit of output', the observations 
of the Jha Committee and the Dandekar Committee that on 
administrative grounds these are not very suitable eligi¬ 
bility criteria for granting excise duty concessions, are 
very valid. The Croup agrees with the observations of 
these Committees. 

6.16 As regards the criterion of 'value of clearances 
in the preceding year' for determining the eligibility 

to the duty concession, it must be said that raising of the 
limit to Rs.75 lakhs along with a graded scale of exemption 
is a measure conducive to growth. In particular, units 
whose annual clearances are around Rs.40 lakhs have now ade¬ 
quate incentive to grow further, without any fear of losing 
the exemption in the succeeding year. Yet, on the ground, 
each of the limits at which the extent of exemption changes, 
operates as an eligibility limit. In particular, the 
full duty exemption ceiling (i.e., Rs. 7.5 lakhs, in the 
general scheme) is a limit that most of the small units 
generally do not like to cross, partly to avoid duty and 
partly to be free from a stricter scrutiny of their records. 

6.17 Any scheme, intended to be an instrument of fiscal 
support must ensure a clear-cut criterion of eligibility 
along with exemption limits which do not discriminate bet¬ 
ween the units in the sector. Further.it should strike an 
appropriate balance between protection and free competition 
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within the sector. A certain stability in the criteria applied 
is also desirable. Besides, in principle, it is anomalistic 
to deny duty concession to an enterprise regarding it as 'big' 
while for all other purposes, it is considered as 'small 1 . 

On this consideration, the Group would recommend that once a 
unit is registered as a 'small-scale unit' by the Director 
of Industries of the State Governments, it should be entitled 
to derive the benefit of excise duty concessions without any 
further criterion of eligibility applied to it. 

6.18 One comment on the suggestion that adopting "SSI 

registration" as the sole criterion for eligibility is that 
it would bring all small-scale units at par, and that the 
abolition of the upper limit of clearances for purposes of 
eligibility would imply that within the small-scale sector, 
the bigger small-scale units having larger clearances will have 
an advantage over the 'smaller' of the small-scale units 
and affect the latter's growth. The Group is of the view 
that while there may be a case for protection of the small-scale 
sector vis-a-vis the organised sector through duty preference, 
there is no strong case for such protection inter-se within the 
small-scale sector. A certain amount of competition within 

the sector, the Group feels, is desirable in itself. The 
scheme with full exemption from duty for clearances 

upto Rs.2.5 lakhs should enable the really tiny small-scale 
units establish themselves and grow. It would provide not 
only incentive for growth but also operate as a disincentive 
against stagnation and fragmentation. Further, this scheme 
would secure administrative simplification and rid the small- 
scale assessee of the bother of having to establish his 
eligibility every year. 
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6.19 On the aspect of exten of full duty exemption, in the 


evidence sessions before the Group as also the replies furnished 


FULL DUTY 
EXEMPTION 
LIMIT 


to the questionnaire almost all public 
bodies have observed that the present limit 
has, in fact, acted as a disincentive to 


the growth of individual units; further, it has been a source 
of encouragement to units to fragment and prosper by either 
evasion or avoidance. While the malady has been identified, 
the palliative suggested are diversely opposite. One view 
is that the exemption limit should be raised to such levels 
that everybody would feel free to declare their production in 
full and avail of the duty exemption without fear of losing 
it in the next year. The limits suggested vary from Rs.10 
lakhs to as high as Rs.60 lakhs in a year. The contra 
suggestion is that the full duty exemption limit should be 
kept very low so as to benefit only the 'tiny units' and 
make it uneconomical for the larger units to fragment., 

6.20 The Group considered three alternatives in this 

regard. The first alternative is to lower the full duty 
exemption limit to Rs.2.5 lakhs as against Rs.7.5 lakhs 
in the present general scheme. The second is to reduce 


the fu^l duty exemption to Rs.5 lakhs and the third is 
raising the limit to Rs.10 lakhs. 


6.21 In opting for one of the above alternatives, the 

Group took into account several considerations. The contri¬ 
bution of the small-scale sector to the Gross Domestic 
Product has been growing over the years. According to SIDO, 
the output of this sector, as whole, was about Rs. 50,CfOO 
crores in 1984-85 (Appendix 6.1). This growth has been 
made possible through incentives^both fiscal and financial. 
Though many units have increased their turnover manifold 
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they still continue to be beneficiaries of full duty exemp¬ 
tions. It is time, therefore,that this sector enhanced 
its participation in raising resources needed to finance 
developmental effort. 

6.22 At the retail level, generally, the distinction in 
the prices of commodities as between the produce of large, 
medium or small segments of the industry is not wide enough. 

In the result, the benefit of duty exemption to the small- 
sector is generally siphoned off by the trading channels, 
without benefiting the consumers. The 'tiny' sector which 
in terms of number accounts for about 50% of the total number 
of units and which is in fact the sector needing fiscal relief 
should be protected from both ornanised as well as the more 
organised of the small sector. From the employment angle too, 
beyond a turnover of Rs.2 lakhs in a year, the increase in 

•k 

employment is not substantial. Hence, there is little justi¬ 
fication for treating units with a turnover beyond this 
limit on a par with the 'tiny'. 

6.23 Further more, exemptions to the small sector have 
brought about artificial fragmentation, avoidance of duty by 
devious methods and evasion by suppression of production to 
remain within the duty exemption limit. Besides, prefer¬ 
ential treatment with a sizeable monetary content as at present 
brings about unhealthy competition among manufacturers, forcing 
even the 'honest' to resort to undesirable practices to survive 
in the field. 

6.24 These considerations apart, in the discussions between 


* 


cf. Dandekar Committee Report Jan, 1980; para A 5.3.5. 
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the industry and the Group, the impression gained was that 
the majority of the small enterprises would not mind paying 
'some' duty if the scheme drawn up is such that there is 
very little discrimination in the treatment accorded to 
them, the procedures are made simpler and the spectre of 
close 'policing' by visits is avoided. 

6.25 Viewed in the above perspective, raising of full 
duty exemption limit to Rs.10 lakhs from the present 

level, it is felt, would only further the distortions noticed 
at present. Such a step would only provide added incentive 
to artificial fragmentation and impede the growth of indi¬ 
vidual units. The 'honest' among the manufacturers would 
in fact find themselves in a difficult situation, in the 
face of unhealthy competition. 

6.26 The Group is, therefore, of the view that it 
would be desirable to lower the full duty exemption limits 
from the present level to Rs.2.5 lakhs in terms of value 
of clearances. This limit should be uniformly applicable 
to all commodities including those presently falling under 
T.I. 68 and consumer electronic goods, with the exception of 
petroleum products, textiles, cigarettes and matches. In 
the case of products subject to specific rates of duty this 
limit could be expressed in terms of quantity of clearances to 
avoid determining the value of clearances. 

6.27 Coining to the scale of duty preference to the small- 
scale units, in the existing system, it is expressed as a 

SCALE OF PREFERENCE percentage of normal duty. Thus, 

TecIoI SMALL - SCALE Where the rate of duty is high, 

the scale of preference is also 
high. It is generally seen that an arrangement of this kind 
encourages more investment by the small units in commodities 
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which bear a higher rate of excise duty. After considering 
the general levels of profitability and the difference in the 
costs of manufacture between the large and small units,the 
Croup is of the view that the scale of preference to the 
small-scale sector vis-a-vis the organised sector need not 
be more than 10 percentage points with reference to the value 
of a product. That is, if normal duty is 30% ad valorem , 
it should suffice if duty for the small unit is 20% ad valorem . 
The Group feels that this scale of preference should be ade¬ 
quate to enable the small-scale units to withstand competition 
from the organised sector. 

6.28 In concrete terms, the scheme that the Group would 

recommend for adoption is as follows:- 

(a) Clearances upto 
Rs.2.5 lakhs for 
nil registered 
small-scale units 

(b) Clearances in excess of 
Rs.2.5 lakhs for all 
registered small-scale 
units. 


Full exemption 
from duty 


10 percentage point 
less than the normal 
duty subject to a 
minimum duty of 5% 
ad valorem . 


Under this schema, duty payable by the small-scale units for 
varying rates of normal duty applicable to the organised sector 
would be:- 


Normal duty Concessional duty for 

small-scale units for 
clearances in excess 
of Rs.2.5 lakhs_ 


10% ad valorem 
15% ad valorem 
20% ad val or em 
30% ad valo rem 
50% ad valorem 


5% ad valorem 
5% ad valorem 
10% ad_ val orem 
20% ad va lorem 
40% ad valorem 
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In the case of products subject to specific rates of duty, 
the scale of preference would, need to be worked out on simi¬ 
lar' lines-. A salient feature of the scheme is that 
all registered small-scale units, irrespective of their 
turnover would get duty exemption on their first clearances 
of value upto Rs.2.5 lakhs. 


6.29 The Group also considered the question whether 
there should be any difference in the content of duty exemp¬ 
tions to the small-scale units manufacturing commodities 
which are exclusively reserved for production in the 


small-scale sector. 


It is noted that even in these reserved 


areas large manufacturers do exist having entered the field 
before such reservation. Hence, there is no need for 
adopting a different set of exemption limits in respect of 
such small-scale units. 

fa.30 The Group had also an occasion to consider a few 

other issues of significance relating to excise duty conces- 


GOODS PRODUCED BY 
THE SMALL-SCALE 
SECTOR BUT MARKETED 
BY WELL-KNOWN TRA¬ 
DING FIRMS OR BIGGER 
MANUFACTURERS 


sions to small-scale sector. 

The first relates to the treat¬ 
ment to be accorded to the 


DING FIRMS OR BIGGER small-scale enterprises which 

MANUFACTURERS . , ^ . 

supply goods to well-known 

trading firms or bigger manufacturers who,in turn,market 
these goods in their brand name. The view taken by the 
Department in this regard has been that the manufacture 
in such cases is on behalf of the 'brand name 1 owners 
or the bigger manufacturers and hence, the small enter¬ 
prises are not eligible to the duty concessions. The 
Department has also been seeking to charge duty on the 
price realised by the said intermediaries. This has led 


to litigation. It is understood that assessment practices 
adopted by different collectorat.es in this regard also vary. 
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6.31 The Dandekar Committee which also studied this 
question took the view that inasmuchas the trading firms as 
well as the bigger manufacturers relieve the burden of 
marketing of the small-scale units, the concessions should 
not be denied to the small-scale units. 

6.32 The argument advanced against this practice, however, 
is that in such cases the benefit of excise duty exemptions 
which are really meant for small-scale units get siphoned 

off by these intermediaries. Ultimately,, neither the 
small-scale unit nor the consumers derive any benefit directly 
on account of excise duty concessions except for the fact that 
the former is spared of the rigour of marketing his products. 

6.32 Some of the products where such practices exist in a 
big way are — domestic electric appliances, office machines, 
electronic goods and wires and cables. In respect of these 
products the 'value added' by the intermediaries by lending 
their goodwill is indeed substantial. One of the reasons for 
this phenomenon is the high duty exemption limit at present. 

If the scheme suggested by the Group is adopted and the duty 
exemption limit is reduced to Rs.2.5 lakhs, it is felt that 
there would be much less of a scope for the brand name owners 
or bigger manufacturers to derive undue benefit at the cost 
of the exchequer and the consumer. Further with the lower 
limit of duty exemption suggested by the Group, in case of 
registered small-scale units the difference in the quantum 
of monetary benefit would also go down. 

6.34 In so far as the small-scale units have a decided 

cost advantage, such brand name owners and big manufacturers 
would continue to purchase their ware from the small units 
and the unhealthy competition that now exists between two 
small-scale units one o'f which is a little larger would also 
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be taken care of and so would be the extant distortions. 
Besides, since the scheme will be available to all 
registered small-scale units with comparable benefits 
there is much less likelihood of excise concessions 
affecting the, very existence of the small-scale enterprises. 
Some have favoured debarring the small manufacturers who 
use common brand name or mark from getting the benefit of 
excise duty concessions or on the lines of the scheme pre¬ 
sently applicable to aerated waters. Though this scheme 
* 

is,reported to be working well, its adoption across-the- 
board is not favoured. Such a restrictive provision need 
be applied only where the price addition at the stage of 
intermediaries is very high. 

6.35 A related question is whether any special treatment 

need be extended to ancillary units who supply inputs to big 
manufacturers. The Group does not favour a higher full duty 

rvl _ TTT ._„ exemption limit for such units as it would 

ANCILLARY c 

UNITS be inadvisable in the context of wide 

extension of the duty credit procedure. 

If still it is desired to extend a greater facility to such 
units as a measure to boost ancillarisation, a system 
in which the ancillary unit is regarded as the extended factory 
of the big unit could be thought of. Such a system could 
free the ancillary units from excise control Snd also reduce 
their working capital requirements. 


6.36 A basic requirement of the scheme recommended by the 


COMPULSORY RE¬ 
GISTRATION OF 
SMALL-SCALE 
UNITS 


Group is that only 'registered' 
small-scale units would be eligible 
for the duty concessions. This would 
mean that all small-scale units would 


necessarily have to register themselves with the State Govern 
ments to be eligible to avail of excise duty concessions. The 
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Group is of the view that this would be a desirable step though it 
could impose some burden on really small units — usually run by 
self-employed persons — whose turnover is less than even Rs.l lakh 
in a year. At the same time, such a compulsory registration could 
provide the much desired statistical base relating to this sector. 

The registration system-would, however, need to be considerably 
sharpened, updated and kept under periodical review. 

6.37 Lowering of duty exemption limit would bring under excise 

control a large number of manufacturing units. This could increase 

PROCEDURAL the administrative burden and also require 

CHANGES 

a number of small units, which are presently free 
from any kind of excise control, to observe formalities like main¬ 
taining statutory records, etc. For small units, (particularly 
those with an annual turnover less than Rs.6 lakhs, viz., 80% of 
the present full duty exemption of Rs.7.5 lakhs) this could be a 
burden and expose them to penal action even for technical contra¬ 
ventions of law. The interest's of this sector would, therefore, 
need to be taken care of by suitable procedural relaxations. 

Apart from the general dispensation of replacing licensing by a 
simple registration system, the assessment returns filed by such 
units could be accepted without any questions asked^with a provision 
for random audit. Besides, the records maintained by such manu¬ 
facturers for sales tax and income tax purposes could be accepted 
in lieu of statutory Central excise records. Visits to such units 
by departmental officers should generally be under the written per¬ 
mission of a senior officer and audit of such units on a regular 
basis could be totally waived. The Group would suggest that the 
proposed changes in the duty exemptions to small-scale units.and the 
procedural relaxations should be viewed as an integrated scheme, 
aimed at furthering the growth of this sector 



101 


CHAPTER 7 


CASCADING EFFECT OF INDIRECT TAXES — 
MEASURES TO MITIGATE THEM 


7.1 The cascading effect of indirect taxes 
has been the subject matter of considerable debate 
in recent years. Considering the fact that the 
total duty burden imposed on the country by the 
major indirect taxes, i.e., customs, excises and 
sales tax is of the order of Rs.28,000 crores per 
annum and that each of these has a wide tax base, 
the snowballing effect of multi-stage taxation 

as also the interaction of individual taxes between 
them cannot but be large. In order to reduce or 
minimise the cascading effect what is needed is an 
integrated approach, which would cover all these 
major duties as well as other indirect taxes like 
octroi. 

7.2 One solution could be to have a unified 
Value Added Tax system, which would operate as a 
transaction tax stretching from the production or 
manufacturing stage to the retail stage. Such a 
system would mean a major change in the taxing power 
of the Union and the States, requiring a constitu¬ 
tional amendment. The observations of the Jha Commi¬ 
ttee on this point sum up the arguments against 
introduction of a comprehensive VAT: 

"There could be, however, two major 
arguments against the introduction of 
a comprehensive VAT in India: one is 
political and the other is adminis¬ 
trative. The political argument is 
the obvious one that the loss of power 
to levy sales taxes would seriously 
erode the fiscal autonomy of the State 
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Governments and weaken the federal 
principle that each subordinate level 
of Government should have the discretion 
to raise more or less revenue as the 
people of the State concerned desire. 
Without taking any side on this issue, 
we simply draw attention to the 
political judgement involved. The 
second argument points to the adminis¬ 
trative problem of enforcing VAT at the 
wholesale and retail stages. Enforce¬ 
ment of VAT in relation to wholesalers 
and retailers is likely to create 
serious problems because, firstly, the 
number of tax-payers to deal with gets 
larger as we move further down the line 
in the chain of transaction; and 
secondly, the smaller dealers in a 
developing country, and even in developed 
countries, maintain only a primitive 
form of accounting and may find it 
extremely difficult to cope with the 
accounting requirements of VAT. Besides, 
the wholesalers, and more so the retailers, 
are the likely to be dealing in a variety 
of commodities so that the matching of 
output and input taxes becomes more 
difficult in their case" 

7.3 The second best alternative would be to 

rationalise each one of these duty systems and build 
into them suitable corrective measures so that the 
adverse effects of the interaction of these duties are 
minimised. With this objective in view, the Group 
looked into the existing input duty credit schemes 
under Central excise law. 


7.4 The three important input duty relief 

schemes in operation in this sphere are -- the 
"Proforma Credit Procedure", the "Set-off Procedure" 


EXISTING INPUT 
DUTY RELIEF 
SCHEMES — THE 
PROFORMA CREDIT 
PROCEDURE 


and "In-bond Movement Procedure", 
commonly known as the "Chapter X 
Procedure". Of these, the most 
extensively applied input relief 


scheme is the proforma credit procedure. The coverage 
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of this procedure is selective; wova 
often it has been extended to dutiable final 
products whose input falls under the same Tariff 
Item as the final product. (Appendices 7.1 and 
7.2 list the products covered under this procedure) 
The procedure extends similar benefits in respect 
of countervailing duty' paid on imported inputs, 
except where such inputs if made in India fall 
under Tariff Item 68. The procedure has not so 
far been extended to packing materials and consu¬ 
mable stores. Further, the prescribed procedure 
provides for physical checks at various stages 
which tends to impede at times the smooth flow of 
the manufacturing process. 

7.5 The set-off procedure, under which the 

relief in respect of input taxation is provided by 

SET-OFF a notification exempting the final 
PROCEDURE 

product to the extent of excise paid 
on the specified inputs used in its manufacture^ 
operates on the 'physical ingredient principle 
and is somewhat stricter than the proform-credit 
procedure in terms of compliance requirements. 
Further, under this procedure, availing of the 
credit is at the point of actual clearance of the 
finished product manufactured from input and 
restricted to the extent of the duty paid on the 
quantum of input contained in the finished products. 
The products covered under this procedure are listed 
in Appendix 7.3. This procedure is generally 
extended to excise duty paid on inputs and not to 
countervailing duty paid on imported inputs. 

7.6 The other procedure meant to relieve 

input duty burden is the one laid down in Chapter X 

CHAPTER X of the Central Excise Rules. This 
PROCEDURE 

procedure permits removal undfir* 
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bond and for use in specified industrial processes 
dutiable raw materials or intermediate products 
with full or partial exemption from duty. The 
basic distinction between the provisions discussed 
earlier and this procedure is that in case of 
former full duty is collected on the inputs at the 
first instance and allowed to be set-off or used 
as proforma credit eventually, in the case of the 
latter the intended duty concession on the inputs, 
whether full or partial, is allowed ab initio at 
the time of their clearance, and further movement 
is under bond to safe-guard against diversion and 
abuse. The procedure has not been extended to 
imported inputs. 

7.7. For achieving similar objectives, 

certain other methods are also adopted. In some 
OTHER cases, inputs are completely exempted 

from -duty, if used for certain specified 
keeping in view the fact that the duty is 
leviable on final product also. In some other cases, 
finished products are exempted from duty or are 
subject to differential duty, if duty paid raw 
materials or intermediates are used in their manufacture. 
In the context of these exemptions, goods purchased 
from the market are deemed to be 'duty-paid'. These 
methods have generally been applied as measures of 
administrative convenience. 


METHODS 
purposes, 


7.8 Of the three main procedures, the proforma- 

■% 

credit procedure has been more extensively used for 
COMPARATIVE relieving the cumulative duty burden 

VARI0US°PR0- E on account of input duties. In 
CEDURES comparison with the set-off procedure, 

the requirement under the proforma-credit procedure is 
less rigorous and provides the manufacturer with 
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greater flexibility in using the duty credit. Unlike 
the position under set-off procedure in the scheme of 
proforma credit, the benefit of duty credit is not 
denied in respect of the inputs which might be lost 
in the process and do not actually get ingrained in 
the product. Where duty credit has to be provided 
in a chain the proforma-credit procedure is better 
suited. In comparison with the Chapter X procedure, 
the proforma-credit procedure is more desirable 
and appropriate as a measure for giving duty credit 
on a wider basis since it ensures payment of duty 
on the input at the first stage thereby reducing the 
risk to revenue to a considerable extent. On the 
other hand, the Chapter X procedure, which requires 
a stricter vigil, is more beneficial tothe manufacturer 
since he would be in a position to save on working 
capital and sales tax on excise duty component of the 
cost of the inputs. 

7.9 The Group also considered the merits of 

"Value added tax at the manufacturer’s stage" (MANVAT) 
in lieu of Central excises, a plea for 
which has been made by some organisa¬ 
tions which replied to the Group's 
A comparative study of the VAT procedure 
and the proforma-credit procedure reveals that if the 
latter is given a general coverage and procedural 
requirements like filing an intimation of receipts, 

routine physical checks before they are taken into 

then 

use and other such constraints are removed, / the Tna/.n. 
difference between the two basically in the time and 
manner of payment of duty to the exchequer. The 
Jha Committee, which had recommended the adoption of 
MANVAT as a long-term reform, had itself observed 
thus in this regard:- 

"In fact, if the application of rule 56A 
is generalised it would amount to a 
virtual adoption of VAT at the manufac¬ 
turing stage". 


VAT VERSUS 
PROFORMA- 
CREDIT 
PROCEDURE 

questionnaire. 
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Under the standard VAT procedures ±n the countries 
where VAT is in force, while the assessee collects 
the VAT from his customers on every sale, he is 
required to remit it to Government in consolidated 
sums at prescribed intervals of time, making 
available to him during such intervals interest free 
funds; and he can considerably defer this liability 
by suitable inventory management. In the Indiarr\ 
context, collection of duty at the point of removal 
of goods from the factory, which is the core feature 
of the Central excise levy, has its own merit and 
justification. Further, the VAT system lays great 
store on an invoice culture 1 whereundfer- all purchase 
and sale transactions are duly and correctly 
documented. But such an invoice culture, essential 
for successful implementation of VAT, has yet to 
take roots in the country. Incidentally, the cost 
of tax compliance under VAT even in developed 
countries is substantial particularly in the case 
of small assessees. On the positive side, the 
proforma-credit procedure too has its advantages. 

Since under this procedure, the credit is available 
for utilisation soon after the receipt of inputs 
in the factory and such credit can be used for 
paying duty on final products which do not physically 
contain the inputs, the working capital cost incident 
on input duty is relieved almost immediately. The 
burden of paying duty on removal of final products 
is, thus, effectively lightened. A general extension 
of the proforma-credit procedure — along with the 
rate categorisation as suggested earlier -- should 
achieve the objective of minimising the 'cascading 
effect’ of excise duties nearly as effectively as a 
MANVAT System would, with the added advantage of 
prompter revenue realisation and less risk to revenue. 
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7.10 Thus, in the circumstances at present 
obtaining both from administrative and tax compliance 
angles, the Group would recommend as of general 
application proforma-credit procedure, in preference 
even to MANVAT for extending duty credit under 
Central excise law with a view to mitigating the 
cascading effect of input duties. The Group is also 
of the view that where the final products are 

1 zero-rated 1 , or manufactured by the exempted sector" 
these should at least bear the input duty. It 
follows that the set-off procedure need no longer 
be in vogue for it can be wholly replaced by the 
proforma credit procedure. Nor should the Chapter X 
procedure which envisages movement in bond also be 
generally necessary. 

7.11 Next comes the issue of application of 
the proforma-credit procedure. Presently the 

GENERAL coverage under this procedure is 


GENERAL 

somewhat selective. In the case of 

FORMA-CREDIT countervailing duty on inputs falling 

PROCEDURE , m ... 

under Tariff Item 68, it is even 

discriminating. In the recent past, the benefit of 
has 

duty credit/been extended in substantial measure to 
a wide range of products, in particular, products 
of the engineering industry where the inputs used bear 
relatively high rates of duty. In some areas where 
set off or proforma credit is not allowed, the 


objective of reducing the cumulative duty burden has 
been sought to be achieved through adjustment of 
duty rates on inputs of finished products. The 
approach adopted could have its own justification 
but the fact remains that the efforts at minimising 
the cascading effect of input duties leaves still 
much to be desired. 



108 


7.12 The Group would, therefore, recommend a 

general extension of the proforma-credit procedure to 

GENERAL APPLI- all excisable goods including 

CATION OF THE . . , . . , , . 

-PROFORMA-CREDIT Peking materials and consumables, 

PROCEDURE with very few exceptions. Further, 

the benefit of duty credit should be available in 
respect of countervailing duty paid on imported inputs, 

including those classifiable in the present 

i-f 

Tor/fF Item 68^produced in India. These dut-iesare 
meant to equate the purchase price of the inputs and 
any denial of credit would discriminate against users 
of imported inputs. If revenue considerations inter¬ 
vene it will be more appropriate to make necessary 
adjustments in the basic duty of Customs keeping the 
principle of duty credit . intact. The commodities 
which may have to be kept out of the proforma credit 
network would be:- 

(a) petroleum products in respect of 
which a new system of collection 
based on crude throughput has been 
suggested; 

(b) cigarettes, where shifting a part of 
the duty incidence on final product 
to the inputs has been suggested: and 


(c) matches, which are manufactured in 
the decentralised sector and the 
system of collection of duty is 
through banderols. 


It may not also be possible to extend credit of yarn 
duty since at the fabric stage unprocessed fabrics 
are fully exempted from duty. 


7.13 With these exertions, the extension of 

duty credit would touch a revenue net of about Rs.6,000 
crores which, in terms of the annual Budget, is about 
50% of the excise revenues. Its revenue implications 
could not be completed due to paucity of data. During 
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1983-84, revenue implications of the existing duty 
credit schemes were estimated to be of the order 
of Rs.443 crores (ref. Appendix 7.4). With the 
suggested general extension of the scheme, the 
revenue implication would be significantly larger. 

The question is whether the country can afford it. 

The Group feels that the general extension of duty 
credit, by itself, is so salutary that ways should 
be found to raise the required revenues without 
giving it up or diluting it. In the long term 
perspective of higher yield from lower rates, it is 
conceivable that with the growth of industry and 
increase in production, a time may come when revenue 
targets can be achieved without too much bother and 
without much cost to revenues of such general extension. 
Till such time that is not feasible, the Group feels 
that while refixing the duty rates on final products 
note can be taken of the input duty incidence, and 
the entire exercise of extending duty could be so 
evolved as to be neutral in terms of revenue. It may 
not be out of place to mention that with such adjustments 
the rates of duty on final products are likely to be 
very high increasing in its wake the risk of evasion 
which would need to be administratively tackled. 

7.14 In the sphere in which it would operate, 

the general extension of the proforma credit procedure 
could minimise the cascading effect on account of 
excise duties on inputs. Further, since in this scheme 
the cumulative duty burden on various products would 
be more clearly discernible, the task of imparting 
the requisite degree of progression to the tax 
structure would be easier. There would be greater 
neutrality as regards producers' choice of inputs and 
consumers' choice of final products. Besides, the 
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nominal duties applicable to the products themselves 
could be rebated fully when exported, without 
having to fix drawback rates in an extensive manner. 

7.15 At the same time, it must be realised 
that the proposed scheme cannot be a total panacea 
for cascading or high cost economy. Nor could 

it, by itself, be expected to reduce the overall 
burden on indirect taxes on the country's economy. 
Apart from the cascading effect of other indirect 
taxes; factors like economies of scale, heavy 
inventories, technological obsolescence, low 
productivity, long credits, high cost of money, 
all add upto higher cost of production. It is 
beyond the terms of this Group to opine whether 
'octroi' should continue or some other ways should 
be found for generating resources for the civic 
bodies. Noi can the Group presume to advise, more 
so in the context of the impending consignment tax,, 
whether the industrial inputs could not be exempted 
fxom sales tax. What the suggested extension would 
help achieve in a limited sphere is elimination of 
duty on duty and reduction in the overall outlay 
of working capital which should enable producers 
to reduce the prices by adopting lower mark-ups 
(in absolute terms) on duty, as the input duty element, 
in such system, should not enter the cost stream. 

7.16 The economic benefit of the proposed 
scheme would stand to increase if it is found possible 
to think of certain o,ther measures, which are not 
entirely within the sphere of Central taxation, such 
as providing credit of the sales tax paid on the 
'inputs' adjusting the duty rate on the final products 
with appropriate alteration in the sharing ratio 

of excise duties. If this is not favoured, an 
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alternative, simpler but inadequate, could be to 
persuade the State Governments to exclude from 
the value for the purpose of sales tax, the element 
of Central excise duty on inputs used for further 
manufacture in their own States. 


7.17 While, recommending a general extension 

of the proforma-credit procedure, the Group has 

PROBLEMS AND taken note of the problems which 

SUGGESTIONS . . , 

are likely to come into sharp 

focus in the light of such an extension. The more 

important of these are:- 


(a) In the case of purchases of inputs 
from the open market by manufacturers, 
there could arise difficulties in 
extension of tax credit without 'duty 
paying' documents. 

(b) Where purchases of inputs are made 
from small manufacturers, who avail 
of full duty exemption, the down¬ 
stream manufacturers may not be able 
to get the benefit of duty credit, 
on account of a break in chain of 
duty credit. 

7.18 In regard to the first problem, two 

approaches are possible. One approach could be to 
deem all goods bought from the market to be duty 
paid. This approach lays store on the presumption 
that all goods finding their way into the market 
ought to have discharged the duty liability and a 
purchase accounted for in the books, would be a 
legitimate one. Ex facie attractive, this approach carries 

a serious risk to revenue. Besides, the goods in the 
market could have borne different duty incidence and it 
would not be always easy to determine with 
precision, the credit that ought to be allowed. 

An alternative approach would be to disallow duty 
credit where the purchase is not covered by a 
document. evidencing payment of duty. In broad 
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terms, this would be conducive to bringing about 
a desirable and healthy discipline in the industry. 

But medium-scale units who buy their requirements 
in small lots and middleman are likely to be 
affected by such an approach. 

7.19 The Group would commend, for the present, 
the following approach in this regard:- 

(1) In cases where the duty paid character 
of the input is established directly 
or indirectly (e.g. on back to back 
basis), through verification of 
invoices, full duty credit could be 
allowed. 

(2) In all other cases, an ad hoc duty 
credit, equivalent to say 25% of 
the normal duty on the input can 
be given. Where the input is 
subject to an ad valorem rate, the 
assessable value could be derived 
by allowing a specified standard 
deduction from the purchase price 
of the input and applying the nor¬ 
mal duty applicable to the input. 

The amount of duty credit could 
thereafter be worked out as 25% of duty 
oh the derived assessable value. 

In the long term, a move towards accepting all purchases 
under a clear invoice as duty paid will have to be 
explored. 

7.20 As regards the second problem, one way 
of tackling it could be to consider the ancillary 
unit to be 'an extended factory' of the manufacturer 
buying the inputs. The other way could be to allow 
credit on the same footing as purchases from the 
market. In any case, suitable methods would have 

to be devised so that the small manufacturer is not 
placed at a disadvantage vis-a-vis the bigger 
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manufacturer who may be able to pass on the duty 
credit in full. 

7.21 Another issue which is presently posing 
some problems is the lack of a suitable system to 
ensure adjustment of duty credit in case the duty 

on the input is varied subsequently. In this 
regard, it is felt that in the context of the assess¬ 
ment procedure envisaged by the Group such problems 
should not arise. Where a manufacturer proves that 
the product in respect of which differential duty is 
required to be recovered, has been utilised for 
further manufacture and duty credit thereon has been 
availed of by another manufacturer, differential duty 
need not be recovered at all. The procedure of 
granting refund after ensuring reversal of the credit 
entry is inane and cumbrous without any material 
advantage to any one. Once the credit is taken by the 
second stage manufacturer on the inputs purchased by 
him there should be no refund of excise duty to the 
manufacturers of such inputs. 

7.22 Along with a general extension of the 

PROCEDURAL proforma credit procedure, the Group 

CHANGES . , . . ., . ... 

would also like to suggest the 

following procedural changes :- 

(a) Prior approval for availing of the 
proforma credit procedure can be 
dispensed with. In its place, manu¬ 
facturers intending to take the 
benefit of the procedure should file 
a declaration with the jurisdictional 
officer, indicating the input - output 
norm for major raw materials/inputs. 

(b) The filing of intimation of receipts 
of inputs (in form D3) can also be 
dispensed with. Accordingly, users 
of inputs can utilise the inputs 
straightway on their receipt. 
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Manufacturers availing of the benefit 
of duty credit may be required to file 
as part of the RT12,a material balance 
statement every month, indicating the 
stock position in relation to the 
major inputs. 

7.23 In sum, the Group would suggest that the 
proforma-credit procedure should be generally extended in 
respect of Central excise duty, or countervailing duty, 
paid on all inputs, including raw materials, consumables 
and packaging materials. To enable this scheme to 
succeed, 1 zero-rating' of inputs should be kept to the 
minimum since by doing so, the chain of duty credit 

is likely to be broken and as far as possible, ad valorem 
rates should be adopted effectively to recover the 
duty on the value addition. 

7.24 In preferring the general extension of 
proforma credit scheme to VAT, the Group has been 
largely influenced by the prevailing industrial 
culture and circumstances. Needless to add that the 
working of the scheme would require to be closely 
watched and problems encountered in the implementation 
resolved in a pragmatic manner. Whereas comprehensive 
VAT, as obtaining in other countries, may be out of 
question in India given the present constitutional 
set up, the general extension of the proforma credit 
could, in course of time prepare, the grounds and 
conditions for a shift to MANVAT. 

While it could be claimed that, in 
practical terms, the' suggested extension of proforma 
credit scheme would achieve the substance of MANVAT, 
the votaries of VAT, keen on its introduction, may 
not be fully satisfied with the proforma credit 
scheme. For one thing, the scheme would provide 
for credit only of the duty of excise paid on the 
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industrial input. Apart from indirect taxes like 
Octroi and Sales tax recovered on such inputs, the 
other elements going Into the cost of such inputs, 
would not get covered. The hesitation to intro¬ 
duction of MANVAT is not so much on account of 
any reservation as to its underlying principle 
or concept but more due to apprehensions with regard 
to its implementation in India-nconditions. If one 
were to test on the ground whether such apprehensions 
are unfounded a beginning could be made as an 
experiment with respect to a selected product group 
considered most suitable for VAT. The Group feels 
that having regard inter-alia, to the narrow range 
of the extant duty rates applicable, ease of deve- 

Of 

loping the norms of input-output ratio, and^the 
existence of substantial organised sector the 
industry, chemical products as a group would be 
most suitable for MANVAT experiment. Its introduction 
could be considered after the general proforma credit 
scheme has been in force for some time and industry 
gets accustomed to the requisite documentation. 
Operating the MANVAT with respect to this group of 
products simultaneously when the proforma credit 
scheme covers the other excisable goods, would help 
in ironing out the difficulties and making the 
necessary adjustments and eventually assist in making 
a long term choice. 
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CHAPTER 8 

ASSESSMENT PROCEDURES 


8.1 Assessment being one of the most important facets of 
a tax system, it is imperative that the procedure laid down 
for this purpose is effective enough for checking evasion 
and simple enough for easy compliance. A proper balance 
between these two objectives is what a good tax assessment 
procedure aims. From this angle, the Group has reviewed 
the current assessment procedures under Central excise law. 
While doing so, it has also kept in view the various changes 
in the tax structure it is recommending. 

8.2 Viewed from another angle, the procedural formalities 
should be such as do not unduly add to the cost of tax 

compliance as distinct from cost of 
collection. The latter is borne by 
the Department which in the case of 
Excise levy / has been managed to be kept 
quite low. But the cost of tax compliance, which is borne 
by the assessee and in the final analysis by the economy at 
large, and partly met by the Exchequer through deductions as 
expenses from income, has not received the same attention or 
concern. While the discretionary costs, which an Ossessee 
incurs e.g. by resorting to avoidable protracted litigation 
are of his own choice but there are other costs to the 
assessee necessitated by the procedural and other requirements 
of the Department. Cumbersome dilatory procedures, elaborate 
and not always essential documentation, complexities and 
multiplicities of forms and returns, all add up to such 
unavoidable costs of compliance. While the Department is 
entitled to and must secure the information, which is essential 
for the administration of the tax and which the assessee alone 
can furnish, and prescribe the checks and procedures, that 
are necessary for enforcing the law and preventing evasion, 


ASSESSMENT 
PROCEDURES 
AND COST OF 
COMPLIANCE 
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all these need to be simplified and rationalised with a view to 
weeding out the non-essential, and eliminating duplication and 
wasteful documentation as much to facilitate, as to reduce the 
cost of compliance. 

8.3 In this connection, the Group has identified certain areas 
where some meaningful changes can be brought about.- These are: 

(i) licensing, (ii) classification list, (iii) price list, (iv) gate 
pass, (v) manner of payment of duty, (vi) personal ledger account, 
(vii) exports and (viii) bonds. 

8.4 Under Central Excise Law, every manufacturer of excisable 
goods is required to take out a licence before commencing manufacture; 
and if he intends to manufacture more than one excisable product, 

a separate licence is required for each such product. Initially, 
licence was required to be renewed every year and now at intervals 
of five years. Application for the licence, with so many columns 
is required to be filed in quadruplicate with a ground plan of the 
factory and deposit of a licence fee of Rs.100/- and is subject to 
a detailed procedure of verification etc., before the licence 
is issued. As a corollary, the licence is subject to suspension 
and revocation in certain situations. In practice, it is 
hardly ever that a licence is refused, and it is rare, if ever, 
that it is suspended or revoked. Inasmuch as an enterpreneur 
embarking on an industrial activity, would have had to plan for 
it well in advance, the time taken in issuing of licence, which 
is generally not very long, cannot be causing any great inconveni¬ 
ence, nor resulting in impeding the commencement of production. 

The question is whether the system of licensing, which seems 
to be a legacy of the past, is really essential to the system 
of excise control more so, when the system itself has undergone 
a sea change from the system of physical control to one of 
'self removal procedure'. 
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8.5 Power to issue a licence implies a right to 

refuse it* It is inconceivable that the Department 
interested in raising revenue would ever like to refuse' 
to grant a licence to a person who would be contributing 
to the revenue effort by engaging in th^~manufacture of 
excisable goods. 


8.6 In its essence, an application for central excise 
licence is only an intimation to the department of the 
applicant's intention to engage in manufacture of excisable 
goods. On account, inter alia, of the limitation of the 
department in finding out, on its own, the industrial units 

engaged in' manufacture of excisable goods, it is necessary 

% 

to cast a legal obligation upon the manufacturer of excisable 
goods to intimate the department about the existence of 
his unit; the failure to do so attracting appropriate punish¬ 
ment . 

8.7 For this purpose, what the department really needs 
is a kind of a 'profile' of the manufacturing units with 


MANUFACTURER 'S 
'PROFILE' 


such details as not only the identity 
and status of the manufacturer, the 
location of his factory and enumeration of the excisable pro¬ 
ducts he is manufacturing_, but also other details about the 
process of manufacture, raw materials used, nature of bye- 
products, percentage of wastage, input-output ratio, intended 
use of finished products, particulars of the licensed and 
installed capacity, details of marketing pattern, nature 
of discounts and other deductibles etc. For getting all 
such information, which is required for administering the 
tax, the system of licensing, which, by itself, is not 
quite compatible with the underlying concept of excise levy, 
is not really necessary. 



8.8 The Group is of the view that the system of licensing, 

whatever be the work involved in it for the department and the 
assessee,can be given up. It should suffice that the intending 
manufacturer of excisable goods seeks registration, furnis’ \ng 
with his application, the requisite data and information as 
may be prescribed for preparing the 'profile'. Thereafter, 
he can be assigned a permanent registration code number and 
issued a formal registration certificate, which could even be a 
"tear off" portion of the application. Such registration can 
be factorywise. An entrepreneur, having more than one factory, 
will need separate registration for each such factory. But 
where more than one excisable product is manufactured in one 
factory, separate registration for each such product should not 
be required. The assessee should not be made to work for 

the facility of the department, which stands to gain by collecting 
the revenues, so long as the information required by the 
department is available in the document presented by the assessee 
and can be culled from it. The assessee should not be bur¬ 
dened with the obligation to furnish multiple copies for dif¬ 
ferent uses; and any re-arrangement, splitting, or editing 
of the information for statistical or other purposes, should be 
undertaken in the department. For instance, statistical 
monitoring of the units manufacturing particular excisable 
products can be carried out by culling the information already 
available in the common registration, instead of having a 
separate registration for each excisable product. So also 
where the jurisdictions are functional and not territorial, 
copies or abstracts of such registration can be made available 
to the different jurisdictional officers concerned with parti¬ 
cular exciseable products. 



121 


8.9 Nor should the periodical renewal of registration be 

RENEWAL OF necessary. A limited purpose 

REGISTRATION 


that such renewal can serve is to 


assist in keeping track of the excisable units that are 
operational. This, in a way, was recognised when the provi¬ 
sion for renewal was diluted and the requirement scaled 
down from annual renewal to five yearly. Inasmuch as 
the assessees have to furnish RT-12 returns of their production 
and clearances every month, and their units are subject to 
inspections and visits and audits, there seems no good 
reasons why assessee should also be burdened with the obli¬ 
gation of getting his registration renewed periodically. 


However, the department should ensure that the manufacturer's 
'profile' should be periodically updated. 

8.10 The Group is also of the view that there is no strong 

justification for charging fees for registration. This is 
because, by its nature, a 'fee' is not a ’tax’ but a consi¬ 
deration for some.s’ervice rendered. In granting a central excise 
licence or registering an excisable unit, the department 
cannot be said to be rendering any service as such to the 
assessee. 


8.11 With the suggested shift to the system of registra¬ 

tion, in lieu of licensing, the raison d’"etre for the power 
of suspension or cancellation of a licence would also cease. 

The Group is of the view that these provisions, rarely used, 
if ever, are really not necessary. Suspension or cancellation 
of a licence implies cessation of manufacturing activity which, 
in the larger context,is certainly desirable. When an indus¬ 
trialist is at fault, it is he who should be punished and 
not the industry. In situations where the suspension or 
cancellation of licence would have been thought of in the earlier 
scheme, recourse should be taken to other penal provisions which 



can be strengthened, if necessary, to make the punishment condign 
and, if required, deterrent without interfering with the industrial 
activity. 

8.12 Another aspect which the Group considered is whether 
there should be any linkage between the registration for the 
purpose of central excise and industrial licensing. In other 
words, whether the registration under the Central Excise law 
for manufacturing a particular excisable product should be 
made contingent upon the applicant having obtained an indus¬ 
trial licence for the manufacture of such product. There is 
much to say for such linkage. It will be conducive to integ¬ 
rated approach in allied spheres of policy formulation. With 
respect to the small-scale sector, for which the Group is 
recommending a duty preference and suggesting some other 
relaxations, it has found it necessary that registration as 

a SSI unit should' be a prerequisite for eligibility to such 
duty concession. But as a general proposition, the Group 
is hesitant to recommend linkage between industrial licensing 
and registration for central excise. If the experience of 
linking the issue of the central excise licence with the textile 
commissioner's permit is any guide, in the case of the power- 
loom sector, such linkage, howsoever desirable, will not be 
practicable, and in the present conditions, is likely to throw 
up more problems. 

8.13 Classification list is one of the core documents in 

CLASSIFICATION the scheme of Self Removal Procedure. 

LIST £>*• 

It is supposed to/filed in quadruplicate, 

once every year after the budget, and every time when a new 

product is sought to be manufactured by the assessee, or the 

duty rates undergo acchange. It represents the assessee's 

understanding or claim as to how his products are classifiable 

under the central excise tariff. SRP implies a kind of self 

assessment of the manufacturer of his excisable products. If 
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the assessee's understanding of the classification, upon 
which depends the liability to duty, was to be questioned 
by the department later, after the goods have been 
cleared and sold, it could disturb his pricing and cause 
avoidable loss. He could clear the. goods Under SRP with 
greater confidence if he knows that his understanding of 
the classification of his product is acceptable to the 
Department. That is what the procedure of classification list 
seeks to achieve. However, in actual operation, what was 
evidently intended to be a measure of facilitation has 
come to be looked upon as an imposition, which is not 
surprising in the context of the other stipulations that 
the goods cannot be cleared from the factory unless the 
classification list has been approved, resulting in a situ¬ 
ation where the classification lists remain provisional 
over long periods or become subject matter of long-drawn 
disputes and adjudications. 

8.14 The Group posed itself a question as to 

whether classification lists were essential. After con¬ 
siderable thought, it came to the conclusion that these 
are essential and should continue. As to the frequency 
of submission of the classification list also, the Group 
is of the view that much economy is not feasible. That 
a classification list should be filed whenever a new 
excisable product goes into manufacture, or when, there 
is a change in the tariff nomenclature or the duty structure, 
and consequently the duty liability gets altered, is 
axiomatic. The limited issue is as to whether the require¬ 
ment of annual filing of classification list, regardless 
of the above changes, could be done away with. The Group 
is of the view that such annual exercise helps 
updating the records without casting undue burden on the 
assessee or the department, and/co&tinue. The Group is 
not convinced, however, why the assessee should be obliged 
to file the classification list in quadruplicate. These 
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copies may have their own use? but thence is no good reason 
why photo copies cannot be made out of such classifi¬ 
cation lists in the department for such other uses as 
may be necessary. The Group would, therefore, suggest 
that the assessee should not be required to file more than 
two copies of the classification list at the most. 

8.15 The Group's study indicates that in the undue 
emphasis on the forms and the numbers, substance is some¬ 
times missed. Assessee's declaration of his product in 
the classification list is quite often merely a 
re-production of tariff description, which hardly serves 
any purpose. What is really required of the assessee 

is -a detailed description of his product with reference 
to the trade parlance, its use, composition, manu¬ 
facturing process etc., as may be relevant to determining 
its classification under the central excise tariff, along 
with an indication of the tariff code number under which, 
according to the assesse, his product is classifiable. 

It is with reference to the formep that the correctness 
of the latter can be determined. The Group is of the 
view that the requirement of the assessee declaring in 
the classification list his product, in the same manner 
as he would in his sales invoice, should be insisted 
upon; and the departmental officer, receiving the 
classification list, should be held responsible to 
see that the declarations in such lists are complete and 
contain all the information essential for verifying 
the classification. 

8.16 With respect to the products, the 
classification of which is dependent on chemical test, 
it would be preferable if the assessee were required to 
submit, along with the classification list, report of 
the chemical test of his product carried out in one 

of the laboratories recognised by the department for 
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this purpose, along with a sample of the product, 
if necessary and possible, so that the classification 
lists do notremain provisional pending such chemical 
tests. In most cases, subject to selective re-checks, 
it should be possible to accept $uch test reports. 

Test results can go wrong for errors in testing, 
mistake in sampling or more unsavoury reasons of 
sample substitution. The latter will be in the 
nature of fraud and will need be dealt with accor¬ 
dingly. 

8.17 Among the suggestions received by the 
Group with respect to the classification list, one 
was to the effect that the classification list may 
be filed along with the application ..for central 

excise licence. Group has not favoured this suggestion. 
For one thing, the Group is suggesting replacement 
of the scheme of licensing by one of registration. 

At any rate, any licensing or registration would 
ordinarily be when the industrial unit is initially 
set up, whereas the classification list will be of 
little use till the product to be classified has 
actually gone into manufacture. Besides, the 
classification list would not be a one time affair 
like a licence or registration, and would need to be 
submitted on more than one occasion. Another suggestion 
in this regard was that the proformaeof price list and 
classification list should be merged which also, the 
Group does not find practical or necessary,in the 
context/M?roups suggestion in regard to abolition of 
price list. 

8.18 The next question is how this classification 
list is to be processed and how the stand of the 
department as to the correctness or otherwise of 

the classification claimed by the assessee is to be 
reached and conveyed to him. Under the existing 
procedure/ if the Asstt. Collector does not approve 
the classification, he has to pass a formal order in 
quasi-judicial proceedings which are time consuming. 
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This aspect has been discussed in detail in Chapter 
9 dealing with classification disputes. 


8.19 Price list is another important docu¬ 

mentation in the S.R.P- relevant to the assessment 


ABOLITION OF 
PRICE LIST 


of goods which are subject to 
ad valorem duty. It is required to 


be filed in quadruplicate, for the first time when the 


assessee goes into manufacture, and thereafter every 
time when ;he changes his prices. It contains infor¬ 
mation about his general marketing pattern, such as 


whether the sale is through 'related person 1 or 


whether there are different classes of buyers, apart 
from the declaration about the wholesale price of the 
goods and their break-up showing the deductibles 
like discount and freight. Goods are not supposed 
to be cleared from the factory unless the related 
price list has been approved. To get over the praqtical 
difficulties, certain dispensations have been made 
administratively, in case of upward change in the 
price, the clearances need not pend for approval 
of the price list. So also in the case of the first 
price list submitted by the assessee, the decision is 


required to be conveyed within a fortnight after 
which the assessee can clear his goods if approval 
is not conveyed nor any proceedings commenced by 
issue of show cause notice. Very often the price 
list is approved provisionally pending detailed 
enquiries and verification of value. It is with 


reference to the declaration in the price list that 
the necessary checks are exercised with respect to 
RT-12 which is a monthly return, inter-ali a, of 
production, clearance and is accompanied by the gate 
passes under which each consignment was cleared during 
the month. The usual check exercised at this stage 
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is to verify that all gate passes are reflected in 
the RT-12 and that the value declared in the gate pass is 
in conformity with that in the price list. On this 
basis, check is done whether duty was correctly paid 
during the month. Verification is also expected to be 
carried out with reference to the sale invoices which 
is a desirable check but often goes by default. 

8.20 The Group examined the utility of the 
system of price list as it operates on the ground and 
also had the benefit of discussions with the industry 
and the departmental officers. As the Group ‘sees 

it, there are three important components of assessment 
checks of ad valorem levy - (a) information about the 
general marketing pattern of the assessee (classes of 
buyers, sale through related persons, distributors 
etc.) in terms of the valuation /provisions of central 
excise law which can affect the basis of the assessable 
value; (b) document evidencing the normal price at 
which such goods are ordinarily sold in the course of 
wholesale trade and of the deductions from the gross 
price by way of trade discounts, freight etc. and 
(c) verification that the sale actually took place 
at the price shown in such document. 

8.21 As for the first component, in the scheme 
suggested by the Group, the requisite information 
should be available in the profile of the assessee. 

The marketing pattern of an assessee would not generally 
undergo frequent changes and when it does, this 
profile would need to be updated. As for the second 
component, the price list only represents the assessee's 
declaration of the price at which he intends to 
sell the goods. Law does not cost any obligation 
upon the assessee not .to change his prices as often 
he considers it necessary to do so having regard to 
market conditions. As a matter of fact, in respect of 
certain products, ;price fluctuations are quite frequent. 
So also for the discount (which directly affect the 
net price charged from the customer, the wholesale 
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price remaining the same). There could be no bar to 
an assessee allowing different discounts to different 
buyers or classes of buyers each of which may have to 
be accepted as admissible deduction, if they fall 
within a range which qualifies to be treated as 
bonafide trade discount. In this context, the 
requirement of advance declaration of the price at • 
which an assessee intends to sell his goods, which 
is what a price list represents, seem futile and would 
not serVe any great purpose. 

8.22 Price list is hardly an evidence of sale 
or sale price. It is the sale invoices which can be 
said to be the document evidencing the sale price, 
and in the present system it is this document which 
does not ordinarily come to the department in the 
normal course and has to be requisitioned when 
required. 

8.23 In the circumstances, the Group is of 
the view that the price list system can be safely 
dispensed with. Instead of comparing the price list 
with the gate passes received alongwith monthly RT-12 
returns, and then verifying the gate passes from the 
invoices, which/ftiore often not done in actural prac¬ 
tice, it will be far better that the copies of the sale 
invoices (instead of gate passed are filled with 

the RT-12 returns and the assessment checks are carried 
out with reference to such invoices. The time saved 
by dispensing with the avoidable checks with reference 
to the price list and gate passes, can be more fruit¬ 
fully utilised in verifying selected invoices through 
discreet market enquiries. This would take care of 
the aforesaid third component of an effective valuation 
checks for assessment purposes. 

8.24 This would effect economy in documentation. 
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The Group got the impression that the Trade and 
Industry would also prefer it. In the industries' welcome 
to invoice based assessment, there could be an element 
of misunderstanding. In some areas of the Central 
Excise levy, invoice based system has been introduced 
in lieu of price list system. This has been dofte. 
through an exemption notification which exempts 
the subject goods from so much of the duty as is in 
excess of the duty calculated on the price shown in 
the invoice. It implies that the invoice price becomes 
the base of assessment and not merely an evidence of 
assessable value. It needs to be made clear that the 
suggestion of the Group by itself l & 3es not seek to 
change the basic concept of valuation as incorporated 
in the related provision of the central expire law. 

By it self, the suggestion would not imply $ shift 
to a system of assessment on transaction yalue, 
which would be a substantive point of law and not one 
of procedure. If that be the objective, suitable 
amendmentswill -need to be made in the related statutory 
provision. 

8.25 GATT code of valuation whiclj India is 

committed to adopt on the Customs side, envisages 
assesssment on 'transaction value'. Even in that 
system, the authorities have a right to reject a 
false invoice. Even in the system where 'transaction 
value' is not the legal basis of assessment, in 
actural practice, assessments are generally made on 
the basis of the'price in individual transactions. 

The legal provision only ensures the right of the 
authorities to challenge such price where it is 
suspected to be doctored. The difference between 
the two systems, in practical terms rather than 
conceptual, is one in the degree of evidence 
required for rejecting a particular transaction value. 
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8.26 In the operation of the present system 
of valuation also, it has not been easy to establish 
under-valuation or misdeclaration in the absence 

of concrete evidence that the goods had, in fact, 
been sold at a price higher than that in the invoice. 

The Group is inclined to feel that change over to the 
system of transaction value may not be such a bad 
idea. The Group would not, however, presume such a 
change in the basis of valuation in the immediate 
context. The suggestion of the Group here is aimed 
at procedural simplification with a view to more 
effective implementation of the valuation provision 
as it exists, in which, the sale invoice will be 
taken as prima-facie evidence of price of the goods 
subject to determination of assessable value as 
existed in the existing valuation provision. 

8.27 The above procedural suggestion is based 
on the premise that every sale will be covered by 

a proper sale document by whatever name called - 
invoice, bill, Voucher or memo. Even if it be unpa¬ 
latable to some segments of the industry, one cannot 
countenance for more reasons than one, which need not 
be spelt out, that no transaction orsale should take 
place without a covering document evidencing it. 

To serve as a basic document for assessment check, the 
invoice would need to contain some essential parti¬ 
culars. The Group would not like to suggest that a 
detailed proforma should be prescribed for the invoice. 
The irrajde and industry should be free to have the 
invoice in any shape or size it likes. What is 
i*teally important is that such invoices do contain the 
requisite particulars which need to be specified as 
a legal requirement through a statutory provision. 
Besides the trade description (along with the tariff 
code), and quantity of the goods sold, a invoice 



should show separately not only the gross price and 
the deductibles by way of discounts, freight etc. 
but also the amount of central excise duty paid on 
the goods covered by the invoice. The last of these 
would be of assistance in seeing whether in a parti¬ 
cular case, incidence of C.E. duty has or has not been 
passed on to the customer which, in certain situations 
may be relevant to considering claims for refund 
in respect of such duty. Needless to add that the 
invoice should be serially numbered and should bear the 
name and particulars of the assessee and his C.E. 
registration code number and the name and address of 
the buyer and if he is manufacturer of excisable 
goods, his excise registration number. It would be 
useful if the invoice could also carry an indication 
of the permanent code number of fncome-tax and the 
registration number for sales-tax. Many of these 
requirements can be included in the printed forms of 
the invoice at the time of printing. 

8.28 The system has also to provide for cases 

and situations, in which g-oods are removed from the 
factory before they are sold,such as the sales from 
the depots located away from the factory. In such 
cases, the manufacturer can be required to issue a 
proforma invoice containing the requisite particulars 
referred to here in above. Subsequently, when the goods 
are sold and a sale invoice is issued, it should 
contain a cross reference or the proforma invoice 
under which the goods were initially cleared from the 
factory to the Depot. In the duty paid godown, the 
manufacturers usu. ally maintain accounts of the - goods 
received and despatched upon sale. The cross reference 
of the proforma invoice as also of the sales invoice 
should be required to be indicated in such record. 

Such cross reference in the record will be useful 
when the goods received in the depot or duty paid 
godown in one lot are disposed of in split consignments. 
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8.29 As regards the case of excisable goods 
captively consumed in an integrated factory for 
manufacture of other excisable goods, the Group has 
separately suggested that in the context of its 
other suggestion for universal extension of proforma 
credit scheme, duty need not be recovered on such 
captively consumed goods as would otherwise be eligible 
totfcte proforma credit. In the limited sphere of 
products excluded from the scheme of proforma credit, 
duty will have to be recovered when such products are 
captively consumed in an integrated factory. Since 

no sale invoices are issued in cases of such captive 
consumption, the Group will suggest maintenance of a 
register with suitable profor-#ia in triplicate. As 
and when such goods are cleared for captive consumption, 
necessary entries indicating payment of duty may be 
made in a register, with one copy of the proforma, 
duly filled in, required to be submitted every month 
alongwith the RT-12 return. 

8.30 This scheme will underscrore the need for 
as clear a scrutiny of RT-12 returns and their accom¬ 
panying invoices as that of the price lists and gate 
passes, in the present system . Group is suggesting 
computerisation as an additional tool for adminis¬ 
tering the central excise levy. Computers, properly 
programmed, should greatly help in checking these 
returns and invoices. 

8.31. In the context of simplification of 

various other procedural formalities the Group has 

ABOLITION OF studied the utility of gate 

GATE PASS 

passes as an effective instrument 
of check to consider whether it could be dispensed 
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with. Gate pass contains certain information like 
marks and number of packages, time of preparation of 
gate pass and the time of removal of excisable goods 
covered by it. Such information is intended to 
facilitate checks during transit of goods. In practice 
the£e do not serve much useful purpose. A suggestion 
has been made earlier that instead of gate passes, 
copies of invoices could be enclosed to the RT-12 
returns to serve as assessment document. Many of 
the particulars now included in the gate pass would 
be available in the invoice barring such particulars 
as time of preparation of the document and the time 
of removal of the goods from the factory which aim 
to guard against multiple use of the same gate pass 
to provice cover to the movement of other consignments 
illegally removed from the factory. The Group has reasons 
to believe that this requirement of recording time, a 
legacy of tobacco excise, is easy of circumvention 
and in relation to manufactured excises, has not helped 
by itself, in proving cases of illegal removal of 
excisable goods, in practice. In any case, a gate 
pass covers only the first movement of the goods 
from the factory and not the subsequent movement from 
the first destination. The Group is of the view 
that one copy of the sale invoice can also serve as 
a covering transit document. In cases where sale 
invoice does not accompany the consignment in transit, 
challan or the transport document which accompanies 
the goods should bear, amongst other things, cross 
reference of the number and date of the related sale 
invoice or invoices, as the case may. 

8.31 Coming to the manner of payment of duty, 

the assessee is required now to deposit duty in any 
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DEPOSIT OF DUTY 
THROUGH LETTER 
OF CREDIT SYSTEM:OOM- 
bined PLA entry TR 6 challan. 


branch of the designated bank 
in the collectorate through a 

He takes credit in 
his Personal Ledger Account on the basis of the TR6 
challan; as and when clearance is made, he debits 
this account. The Group has considered whether in 
place of this sytem, payment of duty through letter of 
credit can be introduced. Under the system, the assessee 
would have the facility of paying duty through a transfer 
entry from the collecting bank with the duty payment 
for the whole year being backed up by an irrevocable 
letter of credit. This would obviate the need for 
the assessee to credit the duty in cash or through 
bank drafts. Further, he can choose to have the 
credit made into the Government account as and when 
he removes goods from his factory, as against the 
present requirement of having to keep sufficient 
credit in PL account to cover two/three days' clearances. 

8.33 This sytem would no doubt be beneficial 

to the assessee in financial terms since he would not 
be required to keep a cash balance to cover his 
debits for a given period of time. The amount of 
money that is blocked up on account of credits in 
his PLA would be less, which would, in turn, mean 
lower working capital outlay. At the same time, 
the system would mean shifting part of the accounting 
liability of the assessee to the bank,in the matter 
of keeping accounts, 'fhis may put a far greater 
strain on the banking system than it is now. Since 
the concerned bank will credit the Government account 
only on receipt of an intimation from the assessee, 
it could imply removal of goods before such transfer 
has actually been made 

Further, if such a system were 
to be adopted, the number of collecting banks will 
also have to be considerably increased. The task 
of reconciliation of revenue receipts would also 
be more difficult. 
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8.3f Having regard to this, the Group does 

not favour the letter of credit system. However, a 
solution needs to be found for the difficulty 
encountered by the assessee in having to carry cash 
or deposit it in nominated collecting bank. An 
arrangement can be devised with the banks where a 
cheque issued by an assessee upon his bank for payment 
of duty is pre-endorsed by the bank indicating that a 
debit has been raised against it in the assessee's 
account. And such pre-endorsed cheques can be 
accepted, in lieu of cash, by the collecting bank 
and on the strength of it, credit made in the 
Department's account. 

8.3fi The assessees are now required to make 

separate credit and debit entries in respect of different 
excisable products for different types of duties 
leviable upon them, namely, basic, special and 
additional in lieu of sales tax and additional 
textile and textile artilces. Similar separate entries 
are also made for the cesses. Cess is a different 
kind of levy altogether, as is the additional duty 
on textile and textile articles, but the latter is 
expressed as a percentage of the basic excise duty. 

As between the basic and special duty of excise, there 
is no material difference either in the nature of 
levy, basis of collection, or its eventual sharing 
with the States, barring that the authority for the 
levies flows from different provisions of law. 

From the last Budget, a move towards abolition of 
special duties or merging them in the basic is 
discernible. The additional duty levied in lieu of 
sales tax on three commodities is somewhat different 
in as much as the entire proceeds of this duty go 
to the States. 
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8.36 The Group is of the view that the assessee 
should not be required to maintain separate credit 
entries and credit balance for different types of levies. 
A consolidated credit entry in respect of each group 
of excisable products should suffice. As for the 
debits also, except for cess, it should suffice. (In 
respect of sugar, it may not be possible to club the 
element of additional duty). This arrangement should 
simplify and reduce the scriptory work for the assessee. 
This simplification would greatly facilitate the work 
of computerisation and reconciliation of accounts, as 
well as checking of RT12 retjjfns. If there is any 
change in the duty rates, sharing ratid among the 
different rates can be revised by the Department. If 
for departmental use, separate figures are required 
for different levies, such accounting can, and should, 
be done in the Department. The assessee is concerned 
only with total duty liability on his consignment under 
clearance. 

8.3$ Need for optimum simplification of export 

procedure is axiomatic. Apart from the various other 


SIMPLIFICATION OF 
EXPORT PROCEDURE 


export promotion measures 
which may differ from country 
to country, most countries 


follow some system or the othet, to relieve their export 


goods of the incidence of national taxation leviable 
for home consumption, to enable their exports to stand 
competition in the international market. In India, 
incidence of customs duties is relieved through drawback 
schemes apart from the institution of 'free trade 


zones' and 100% export units. Some of the drawback 


schemes also cover the element of excise duty collected 
on the inputs of the export goods. But the duty of 


excise collected on the finished product does not get 
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rebated through the scheme of drawback. For rebate of 
such duty different procedures prescribed under the 
Central excise law have to be followed. 

8.33 Excisable goods get exported either under 
bond without payment of duty or after payment of duty 
under a claim for rebate. Designated Maritime Collec¬ 
tors monitor the exports under bond under intimation 
to the jurisdictional Collector, and the claims for 
rebate of excise duty can be dealt with by either. In 
situations where the export goods include element of 
both finished product excise duty and cits toms duty, 
separate claims have to be preferred for drawback to 
customs and for excise rebate to the Maritime Collector, 
in respect of the same export. 

8.38 The Group is of the view that where the 

admissibility of a claim is contingent upon the veri¬ 
fication of a single event, in this case the fact of 
export, the authority nearest to the place of such 
event, should be able to deal with such claim. In the 
present system, the central excise authority dealing 
with the export rebate gets the fact of exportation 
verified from the concerned Custom House through an 
elaborate procedure of AR-4 endorsements. Even 
where the procedure operates smoothly, it is time 
consuming; and when there are breakdowns, which is 
not unoften, delays can be unbearable. 

8.kQ What is really important for adjudging the 

admissibility of an export rebate claim is: (a) 
statistaction that the goods have actually been 
exported and (b) verification of amount of duty jsaid 
upon them {which has to be refunded). Authorities of 
the Custom House through which the export takes place, 
are in a better position to verify the fact of expor¬ 
tation more quickly as they would, with respect to 
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claims for drawback. There is no reason why the same 
authority should not also entertain and deal with claim 
for rebate of excise duty on the goods exported. Group 
Will suggest, therefore, that this work should also be 
transferred from the Maritime Collectors or the juris¬ 
dictional Collector of Central Excise, to the Custom 
House and there be no need for filing a separate claim 
for such rebate; the claim for excise rebate can be 
made in the same manner and in the same document as 
that for customs drawback. 

8.41 In the overall perspective, it may not be very 
material if such payments are also debited against 
custom head of accounts; but, if for accounting purposes, 
it is considered essential that these debits should be 
against the appropriate head of central excise, the 
system can provide that after sanctioning the rebate 
and granting the consequential refund, the corresponding 
debit is raised atainst the concerned Collectorate of 
Central Excise in which the duty was initially collected. 

8.41 As for the second requirement of verification 
of the quantum of duty collected on the export goods, 
it will be pertinent to recall that in the suggested 
extension of the proforma credit scheme, in most cases, 
the nominal duty recovered on the finished product will 
represent the total incidence of duty on such product 
including inputs. Group has also suggested earlier 
that the amount of central excise duty paid on goods 
should be separately shown in the sale invoice covering 
those goods. With a further stipulation that the sale 
invoice for export goods should be countersigned by the 
concerned central excise officer, the production of such 
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invoices along with the shipping bill, should enable 
the Custom*authorities to verify the amount of duty 
refundable upon export of the goods covered by the 
invoice. This should take care of large areas pf 
exports made directly by the manufacturers or even 
by the merchant-exporters who purchase such goods 
from the manufacturer and are in a position to produce, 
in the form of the sale invoice issued to them by 
such manufacturers, evidence of the amount of duty 
paid on the goods exported. Difficulties can arise 
in cases where a consignment, after its sale by the 
manufacturer, changes hands several times before its 
export. In such cases, the merchant-exporter may 
find it difficult to produce evidence of duty paid 
on the goods exported. There can be no easy solution 
for such situations without unduly complicating the 
proceaures. The Group's assessment is that such situ¬ 
ations are not very pervasive and no special procedure 
need be devised to cater to these beyond some ad hoc 
scheme in the nature of brand rate of drawback 
under the Customs Drawback Rules. 

8.42. With the facilitation suggested a ove, which 
should considerably expedite the grant of export 
rebates, there seems to be no strong justification for 
continuing the existing scheme of 'export under bond'. 

On the face of it, such scheme would seem economically 
desirable, for it saves the cost of money blocked 
in duty between the time the goods are cleared from 
the factory and the time when the rebate would be ofharwi.se. 
granted upon their export. The Group understands that 
the operation of this scheme, in the absence of an 
effective monitoring mechanism, has lent itself to 
abuses. Goods cleared from the factory under bond 



140 


do not get exported for a long time, or get diverted 
to domestic market. Protracted, and often multipartite 
correspondence ensues, before the non-export of such 
goods is established; action to recover the excise 
duty leviable on them takes further time; and all this 
while, the defaulter is able to make use free of interest, 
the funds which should have accrued to Government 
as revenue, when he chose not to export the goods or 
to divert them to domestic market, not to speak of 
the amounts which may remain unrecoverable. The 
Group would not favour a scheme which tends to jeopardise 
the government revenue. In order that avoidable 
hardship is not caused to a bonafide exporter, it is 
essential to ensure that the refunds due to them 
get paid without much loss of time after the goods 
have been exported. 

8.4*| Simultaneously, the Group would recommend 

special dispensations for excisable inputs supplied to, 
and excisable goods manufactured by 100% export units 
and in free trade zones. Without going into the 
question whether the existing procedures and system of 
control applicable to such units and zones, are adequate , 
to safeguard the interest of revenue and sufficient 
to prevent abuses and mal-practices, the Group would obs¬ 
erve that if these are considered safe enough for 
customs revenue, they should be so also for the excise 
revenue. There would be no point, therefore, in 
recovering excise duty on such goods to refund it 
after their export. In this scheme, arrangement will 
have to be made for recovery of excise duty leviable 
on such portion of their product as are allowed to be 
disposed of in domestic tariff area. 

8.4ff In the present, scheme, a large number of 

bonds are required to be executed by the assessees, 
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and consumers of excisable goods cleared at 'nil' 

or concessional rates of duties. 
Statutory forms have been prescribed 
in respect of 36 bonds; in addition, 
28 bonds are required to be 
executed in the manner prescribed by the Collector. 

8.46 Authority to tax flows directly from the 
statute which incorporates provisions conferring powers 
required to enforce and recover such taxes. It would 
seem inane to lean on creation of a contractural 
obligation under a bilateral arrangement between an 
assessee and the department, (which is what a bond 
really implies), to supplement such powers or reinforce 
such provision. It is not as if the bonds seek to 
cater to situations not covered by the law. More often, 
bonds are taken to further secure what the law itself 
provides. Considering the amount for which bonds are 
taken, the sense of security, reposed in them, is also 
misplaced. Cash security deposits, where required, 
serve a purpose and facilitate recovery; but, considering 
the stakes involved, these are grossly inadequate. 

In practice also, recoveries are hardly ever made by 
enforcing the bond. 

8.47 The Group feels that where adequate measures 
otherwise ex-list, the Central excise bonds should be 
dispensed with, while in other cases adequate provisions 
should be made in the law itself, so that the necessity 
of executing bonds is avoided. While these bonds 

serve no useful purpose^ they generate avoidable 
work adding to the cost for the department and the 
assessees. 

8.4$ As far back as 1963, the Central Excise 

Re-organisation Committee had observed 


ABOLITION OF 
BONDS REQUIRED 
UNDER CENTRAL 
EXCISE LAW 
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"Excise bonds are at best a formality 
both in their form and effect, specially 
as most cases they are executed for 
amounts much smaller than those which 
must be involved in any large scale frauds 
or defaults... their execution, custody 
and drawal and disbursement of interest 
on securities deposited and annual 
verification of the solvency of sureties 
for all personal surety bonds involved, 
however, a volume of work which is not 
inconsiderable but which does not, in our 
view, yield commensurate revenue gains." 

8.4?) Later, the Indirect Taxation Enquiry 

Committee which examined the issue, also observed as 
follows:- 

"There is thus a strong body of opinion, 
which we share and endorse in favour of 
streamlining the provisions relating to 
the taking of bonds and we would recommend 
that either a single bond be devised . 
to cover all operations, or in the alter¬ 
native, a drastic reduction should be 
made in their numbers." 

8.ffe And, as late as 1984, the Working Group 

of the EARC also had similar comments to make with 

respect to bonds, when it observed, 

"having regard to the total change in the 
complexion of industrial production through 
established industrial enterprises, the 
apprehensions which might have originally 
acted as a reason for instituting the 
bond nearly four decades back is no 
longer real." 

8.51 The Group wonders why, despite such 

unanimity of views expressed by different bodies over 
a long spread of time, the system of bonds has somehow- 
continued. It may not have been the result of a 
considered decision in favour of their continuance. 

The Group is inclined to feel that since the obser¬ 
vations of the earlier bodies were more in the nature 
of general comments, there would have been understandable 
administrative hesitation in implementation w-ithout 
going through a detailed exercise to critically examine 
each category of bond as to the need for its continuance 
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or otherwise. The Group, therefore, preferred to 
undertake such scrutiny. The results of its scrutiny 
are incorporated in a detailed note which is appended 
to this report as Appendix - 8.1. The conclusion reached 
in this review is that most of the bonds after making 
some modifications in the law to cover certain situations, 
can be dispensed with. 
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CHAPTER 9 

SETTLEMENT OF CLASSIFICATION DISPUTES AND 
FINALITY OF ASSESSMENTS 

9.1 With the suggested rationalisation of tariff, 
addition of rules of interpretations, reduction in 

the number of effective duty rates, preparation of 
alphabetical index of product classification, general 
expansion of the scheme for input duty credits and 
abandoning of exemption mechanism for duty reliefs, 
one can hope for considerable narrowing down of assessment 
disputes but cannot expect to rule them out as long as 
such disputes, regardless of the final outcome, are calcu¬ 
lated to yield some gain, howsoever temporary. There can 
always be genuine differences of interpretation and 
opinion which would need to be resolved expeditiously. 

But past experience has shown that many a time disputes 
are contrived without hope of success with a view to 
blocking revenues and getting interest-free use of funds 
that should have accrued to Government. Settlement of 
disputes, whether in quasi-judicial proceedings or court 
litigation, tends to be long-drawn, benefiting in the 
process, the recalcitrants. If interim stays were truly 
exceptional, interest charged on the revenues unjustifiably 
held backhand a way devised to make settlement of disputes 
quicke^ reducing the span of interim gains, it could greatly 
help in curbing misconceived and avoidable disputes. Even 
in bonafide disputes, quicker settlement is important so 
that uncertainty does not linger. The Group, therefore, 
addressed itself to the question how it could be attained 
e.g. abridging the settlement procedures, reducing the 
number of tiers of the fora in which the disputed issues can 
be agitated. 

9.2 In approaching this problem, one aspect which 
is evident but often ignored, needs to be restated and 
emphasised. Duty of excise is not really a tax on the 
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manufacturer or the industry. In the final analysis, 
it is borne by the consumer of the finished excisable 
product. The manufacturer or the industry is only a 
channel through which the levy is collected. This 
approach finds judicial endorsement in the doctrine of 
'fortuitous gain' or unjust enrichment which was noted with 
favour lately, in some Court pronouncements. 

9.3 While there is no compulsion of law that the 

incidence of duty should necessarily’be passed on to 
the customer, the price finally depending on the 
market, in Indian conditions, this incidence does 
usually get passed on. If the duty paid by a manufacturer 
on his goods has been recovered by him from his customer, 
there can be sound justification for refusing to him 
refund of such duty which would be a fortuitous gain 
for him. Conversely, to visit a manufacturer with 
demand for short levy for the past period in cases where 
he has not recovered such duty from his customers, would 
be unfair. It means that any alteration in the duty 
liability, consequent to change in interpretation or 
classification, should not be retrospective. This would 
not hold good in cases where duty liability has been 
manipulated by the assessee, through some legerdemain or 
wilful suppression of facts, which would tantamount to 
a kind of fraud attracting such punishment as should also 
make good the duty short levied. 


9.4 In this perspective, what is really important 

in the sphere of indirect taxation is,Uniformity and 
A CENTRAL AUTHORITY certainty of the levy, and 


FOR DETERMINATION 
OF CLASSIFICATION 


finality of the past assessments. 
This can be attained only in a 
system which provides for a definitive judgement on issues 
of classification by an authority whose ruling is binding 
and final, unless reversed, and has all-India application. 
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At present, there is a system of Tariff Advices centrally 
issued, on the basis of the consensus reached in 
conference of Collectors. Such advices are not legally 
binding; and the Industry's view point does not get 
represented in the deliberations which lead to the issue- 
of such advice. The present system is, therefore, not 
adequate to serve the purpose in future. In the present 
set up, with a large number of officers deciding questions 
of classification at the original level, and a multiple 
of first level Appellate authorities, divergence is bound 
to creep in, howsoever narrow the scope for disputes.The 
Group would suggest a Central authority for classification 
by whatever name called, exercising original jurisdiction. 

9.5 The Group considered whether such Central 
authority should be in the nature of a Tribunal. A formal 
TribunaliJbound to acquire, in course of time, if not 

to start with, trappings of judicial process, which, by 
their nature, are time consuming. In the context of its 
other suggestion that a tariff ruling should not be retrospec¬ 
tive in effect, the Group visualises a time bound disposal 
of classification disputes. The proceedings before such 
authority would have necessarily to be less formal, though 
more definitive and the approach nearer economic and 
commercial realities. 

9.6 The Group would, therefore, prefer a less formal 
body as the first forum for settlement pf classification 
issues. It would suggest a Central Classification 
authority with one member of the Central Board of Excise 

and Customs sitting as a member of such authority,, with an 
officer from the Law Ministry, and a representative of the 
Comptroller and Auditor General as its other members. 
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9.7 Reference on matters of classification may 

come to this authority from an individual assessee 
arising from a specific case, or from the concerned 
Trade association, on a general issue or from the 
department or audit. The authority should be required 
to dispose of such references within a period of say, 
two months. Since its ruling will be binding on all- 
India basis, it seems desirable that when the authority 
takes cognizance of a reference, it should, inter-alia, 
also give an opportunity to the concerned Trade associa¬ 
tion to make its representation on the issue, unless the 
reference itself had emanated from such association. 

The authority should be free to inform itself about 
the technicalities or other materials required by it 
for making a judgement on the issue in such manner as it 
likes. Consistant with the basic principle of natural 
justice, the proceedings before it should be brief and 
not very formal or elaborate. Its tariff ruling should 
be prospective in effect. If the authority is called 
upon to review its earlier ruling on a fresh reference, 
whether from the department or the assessee, such 
revision should also be prospective. 


9.8 It follows that whenever a dispute arises in 

respect of classification, such dispute, without loss 


A NEW APPROACH of time ' should get remitted to the 

TO CLASSIFICA- classification authority. The 

TION DISPUTES ^. . . ,. ^ . 

question is when can a dispute be 

said to have arisen. Under the present system, whenever 

the departmental authorities do not agree with the 

classification of a product claimed by the assessee 

in the classification list filed by him, it is taken 

as a dispute; a formal quasi-judicial proceedings or 

adjudication ensues with a provision for first appeal 

to an Appellate Collector and, where necessary, a 


second appeal to the Tribunal. The Group would commend 
a totally different approach. 
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9.9 As stated earlier, a classification list, in 
essense, is nothing but a statement by the assessee 

of his understanding, or claim, as to how his product 
would be classifiable, which he refers to the department 
for its endorsement, so that he can proceed with the 
manufacture and pricing of his product with the 
confidence that his understanding of classification, 
which effects pricing, is correct. If in the view of the 
department, the assessee's understanding of the classi¬ 
fication is not correct, he is entitled to be advised 
what, according to the department, the correct classi¬ 
fication is. It is only when the view, or stand, of 
the department is not acceptable to the assessee that a 
dispute can be said to have arisen which should get 
immediately referred to the classification authority for 
early determination. The stages anterior to this, should 
not be viewed as the beginning of the dispute to be 
resolved in a quasi-judicial proceeding. 

9.10 There should be no question of "approval" 

or "adjudication", of the classification list. In cases, 
where the classification of a product, as indicated in 


A NEW HIERARCHY FOR the classification list filed by 
DETERMINATION OF the assessee is, prima-facie, not 

CLASSIFICATION i n conformity with the departmental 

thinking, the departmental officer required to examine the 
classification list should prepare a 'brief' indicating, 
inter-alia , the classification claimed by the assessee and 
his grounds for so claiming it, the possible alternative 
classifications, and finally, his recommendation as to how 
the product should be classified alongwith reasons for 
such recommendation. The matter, thereupon, should be 
remitted to a senior officer of the Collectorate who is 
in a position to take a stand on behalf of the department, 
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and whose views will prevail atleast in the jurisdiction of 
the Collectorate. The view taken by such officer can be 
publicised through a Trade Notice; and the attention of the 
concerned assessee can be specifically invited to such 
notice with reference to the classification list filed by 
him. (Needless to add that it will be useful for bringing 
to surface any divergence, if copies of the notice are also 
endorsed to other,Collectorates, the Board and the 
secretariat of the Central Classification authority). This 
exercise, in Group's view should not take more than a 
fortnight, the aforesaid 'brief' being prepared and remitted 
to the concerned^ higher authority within the first week. 

Such brief is necessary to save the time of that higher 
authority in collecting the aforementioned and other 
relevant material, required for him to take a view. If the 
assessee is not satisfied with the classification indicated 
in the Trade Notice, he can refer the matter to the classi¬ 
fication authority. If the concerned departmental officer, 
having advised the assessee of the classification, is 
not so sure of the view taken by him, or some divergent 
practice in other Collectorates comes to notice, he can 
likewise make a reference to the Central Classification 
authority. 

9.11 A question can arise whether this procedure, 

anterior to the reference to the classification authority 
can be gone through without complying with the basic 
principles of natural justice, as understood and currently 
followed, such as show-cause notice, personal hearing and 
formal adjudication. To Group's mind, the stages anterior 
to the reference to the classification authority is, 
in its essence, an administrative act and what emerges is 
not a "decision", but an "advice" or a "disclosure" to 
the assessee of the department’s stand on the issue. 

It goes without saying that even for formulating such 
stand, all relevant information with the reasons, for and 
against, in respect of the alternative classifications, 
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has to be available to the functionary who has to take 
a view on the issue. This can be done through informal 
discussions and formalities of quasi-judicial proceedings 
should not be really necessary. 

9.12 The Group considered whether the ruling of the 

classification authority should be final in the sense 
that no appeal should lie against it. In the scheme suggested 
by the Group, the stages anterior to the reference of a 
dispute to the classification authority, will only be 
administrative- The proceedings before the authority 
would really be the original forum in which the matter 
will get examined in a kind of quasi-judicial, though 
less formal manner. The Group feels that there should be a 
provision for appeal against such rulings. The Group is of 
the view that appeal against the ruling of Central 
Classification authority should lie to a Tribunal. The 
Group's oreference as a first forum for a less formal 
body thana tribunal, was inter-alia, on the ground of 
urgency which attaches at the original stage to the 
disposal of classification disputes. Things having 
settled down in the wake of the ruling of such authority, 
the urgency at the appellate stage would be somewhat less. 
Further, it will also be conducive to greater public 
confidence if, at some stage, issues of classification 
come up for being reviewed by an independent quasi¬ 
judicial body which has no link with the executive. This 
is not to suggest that the Tariff rulings of the 
classification authority, envisaged in the scheme, are 
not likely to be objective. If the past experience of 
the quasi-judicial work handled in the Board is any guide, 
officers, acting in their capacity as classification 
authority, can be counted upon to meet out substantive 
justice speedily without getting too much involved 
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in legal niceties or petty technicalities. There is 
no cause for apprehension that they would not be objective, 
fair and without revenue bias. In the present 
set up, there is an institution of appellate tribunal 
which deals with issues of classification and valuation 
through its special benches which are composed of three 
members each - technical and judicial. The Group is of 
the view that this tribunal can be relied upon to deal also 
with the appeals against the tariff rullings of the 
classification authority. In the Group's opinion, there 
is no need for having a separate tribunal for this work. 
That will multiply authorities of parallel status 
without any distinct practical advantage, such dichotomies 
in jurisdiction could also cause confusion. The 
present tribunal, with suitable augmentation of its 
benches, could easily cope with the work. 

9.13 The next question is how the assessments will 

be regulated in practice, considering that in the 

REGULATION OF ASSESSMENTS suggested scheme also, 

DURING PENDENCY OF A the definitive deteriftina- 

CLASSIFICATION ISSUE 

tion of a classification 

dispute could take two to three months and where an appeal 
gets filed to the tribunal, even longer. There are three 
possible stages - (a) between the filing of the classi¬ 
fication list and the issue of Trade notice and advice 
to the assessee, (b) between the issue of Trade notice and 
the ruling of the classification authority, (c) between 
the issue of the tariff ruling and the judgment of the 
appellate tribunal. The Group feels that during 
each of these stages, two common guiding principles should 
be there — (i) whether the duty paid by them was in 
conformity with the departmental advice, if any, availa¬ 
ble to him at that stage and (ii) whether or not the 
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assessee had recovered from his customers, the duty which 
he had to pay to the department. The Group's earlier suggestion 
for showing separately in the sales invoice, the amount of duty 
paid on the goods covered by such invoice, should facilitate 
such ascertainment. Subject to the test of these two principles, 
the situations of short levy or refund arising at any of these 
stages should be treated at par. 

9.14 As to the first stage, if the department's 
view incorporated in the Trade Notice is in favour of a 
classification which carries a higher rate of duty, but 
the assessee had recovered from his customer during this 
period, only the duty corresponding to the classification claimed 
by him, the department's view, incorporated in the Trade Notice, 
should not apply retrospectively. 

9.15 As to the second stage, there can be three possible 
situations, namely, either the classification authority confirms 
the department's stand as taken in the Collectorate Trade Notice, 
or confirms the assessee's claim, or opts for another 
classification which could carry a higher or lesser duty liability 
than either of the above two. If after the issue of Trade Notice, 
the assessee has been paying duty in conformity with the 
classification indicated in such notice, he should, in the 

event of his stand being upheld by the classification authority, 
be entitled to refund of duty on his past clearances with 
interest, provided he had not passed on to the customer the 
incidence of the duty paid by him during this period. If, on the 
other hand, in disregard of the advice incorporated in such Trade 
Notice, the assessee continued to pay duty at a lesser rate and 
the stand of the department is upheld by the classification 
authority, he should be liable to pay/cufferential duty, short 
levied, with interest on his past clearances. In the third 
situation also, the duty differential arising from the ruling of 
the classification authority should not be recoverable from the 
assessee on the past clearances, if, during this period, he had 
been paying the duty in terms of the Trade Notice. 
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9.16 As regards the third stage, in the suggested scheme, 

there should be no interim stay orders with respect to duty 
liability. If legally possible, power of granting stays in relation 


INTERIM STAY AND 

CLASSIFICATION 

DISPUTES 


to duty, should be withdrawn. Group would 
even suggest that prior deposit of duty 
differential in such cases, should be a 


legal requirement, and invariably insisted upon. After all, duty 
element is not on the same footing as 'penalty' or 'fine' which 


would be arbitrarily high, making its prior deposit virtually 
a denial of appellate remedy in certain situations. That cannot 


be said of 'duty'. Rather, a particular assessee getting away 
with lesser duty liability oh the strength of an interim stay 


for sore period, would be unfair to his competitors in the 


industry. Different situations that can arise at this stage if 
power of interim stay continues can be treated as follows. If 
the assessee has been paying duty in terms of the ruling of the 
classification authority, then, any benefit that may be due to 
him as a result of the modification of such ruling by the Tribunal 
in appeal, should not be denied in respect of his past clearances 
provided he had not passed on to his customers the incidence of 
duty paid by him. 


9.17 If on the strength of sane interim stay, the 

assessee paid lesser duty than that leviable in terms of the 
ruling, and his stand is upheld by the Tribunal in appeal, there 
should be no question of recovering any differential duty from 
him for the past, provided he had recovered from his customers 
only that amount of duty as he had paid to the department. 

Cn the other hand, if after payment of lesser duty on the 
strength of a stay order, the department's stand gets upheld by 
the tribunal in appeal, the assessee shall be made to pay the 
differential duty with interest on his past clearances made 
after the issue of the ruling, regardless of whether or not, he 
had recovered, or was not in a position to recover, such 
differential duty from his customers for it is he who chose to 
take a risk even after the departmental view was available to 
him. In this scheme, the Group hopes, the motivation for seeking 
or justification for granting interim stay will be much less 
than new. 
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9.18 Triplications of this scheme will be that appeals 
will not lie to appellate Collectors-on issues of classification 
and the appellate judgement of the Tribunal will not be merely 

a decision in a particular case, but in the nature of a ruling to 
be followed in all similar cases. Statutory provision will have 
to be made for demand and recovery of interest on the dues in 
the situations envisaged above. Inasmuch as any change in 
classification, due to difference in interpretation, will only 
be prospective in its effect and it will not be possible to 
grant refund or recover the duty short levied on the past 
clearances on the ground merely that the classification which 
then applied had subsequently undergone a change, it will be 
necessary that audit objection relating to classification, should 
be expeditiously finalised. When an objection is raised with 
respect to an audit of classification, a reference on the issue 
should get made to the Central Classification authority of 
which a representative of C & AG is also suggested to be a member. 

9.19 Next question is about the status of the Alphabetical 
Index of products classifiable as suggested in an earlier Chapter. 

ALPHABETICAL INDEX It could onl y a compendium on Tariff 

TO THE TARIFF, AND rulings, or include suggested classifica- 

CLASSIFICATION ISSUES ^. 

tion in areas where no specific rulings 

exist. It would seem ideal if, from the suggested exhaustive or 

near exhaustive, list of excisable products manufactured in the 

country, the classification of those, in respect of which no 

ruling exists, were referred to the classification authority, 

before incorporating them in the Index. But that would not ^eem 

practicable and will unduly burden the authority right on its 

commencement, militating against the time frame within which it is 

expected to give its rulings. There may be no great merit in 

calling into question before such authority, the classifications 

which have not been disputed. A classification which has been 

accepted both by the department and the industry over a course 

of time, implying a kind of established practice of assessment, 

and in respect of which there is no divergence of practice, 

is as good as one based on a ruling given by the classification 

authority in a disputed case. Where a new product comes into 

existence, or a new question of classification arises, it will 
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be only proper that it is referred to the classification authority 
for determination before its incorporation in the Index. All 
pending issues of classification can also be fruitfully referred 
to the classification authority with a view to bringing about 
uniformity in assessments. The Alphabetical Index prepared in the 
manner, herein suggested, should have the status of an official 
compendium of the department's view on classification of the 
products included in it. This implies that the classification 
lists filed, or duty paid in conformity with the classification 
in the Index would be at par with the duty paid in terms of the 
Trade notice referred to in this scheme and where the entry in the 

Index is based on a ruling of the classification authority, 

♦ 

with such ruling. 

9.20 Group is conscious that the suggestions made 
hereinbefore, is a wide departure fran the current concepts 

and practices and that support of legal opinion may be necessary 
for a reassurance that this scheme is legally tenable and not 
inconpetible with the basic principles of jurisprudence. There 
may be a number of judicial pronouncements which ex-facie 
would appear to stand in the way of the change-over to the 
suggested system. Bearing in mind that those pronouncements 
have reference to the system, as it operates, these need not 
inhibit the change over to the new system if it is legally 
tenable. The Group feels that the new system, if operated in 
its true spirit, will benefit, in the long run, both the assessees 
and the department. 

9.21 Allied to the foregoing is a question about the 

effect of conflicting decisions of courts in matters of 

JUDICIAL INTERFERENCE classification and valuation and 

IN CLASSIFICATION 

MATTERS: SOME SUGGES- what can ^ done aix>ut lt * 

TIQNS Conclicting decisions apart fran. 

creating uncertainty in the field of tax administration, are 
also creating areas of discrimination inasmuch as only the 
privileged few, who can take up matters successfully with the 
Courts, reap the benefits which, in sore situations, are a windfall 
gain to them. Interpretations in matters of classification and 
valuation which have been in force for long years, have been 
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questioned in writ jurisdiction. Interim stays have been granted, 
many a tine ex-parte, and such stays remain in forae for long 
periods. Constitutional requirement on issue and continuance of 
interim stays somehow gets circumvented. Litigants have 
contrived to seek redress from courts which, if true facts were 
not suppressed from than, would not have jurisdiction to entertain 
those cases. Different Courts taking oognizance of revenue cases 
has resulted in different principles getting upheld and laid down 
all the time. Ihe resultant situation, speaking euphimistically, 
would seem near chaotic. Large revenues are reported to be 
blocked in litigation. The problem though real is not easy of 
solution. Constitutional provisions contained in article 323-B 
would strike as cne solution to bar the jurisdiction of 

Courts. Group is not sure, however, whether a resort to this 
provision, would be a panacea, and whether it would also have 
the effect of restraining courts' constitutional power of 
superintendence over the tribunals located in its jurisdiction. 

It is difficult to say how far the present situation is 
attributable to what may be called unpredictability or indulgence 
of courts and how much of it is due to the inadequacy of the 
department's arrangement for proper representation of its cases 
before the courts and inept pursuit of these cases. Weakness 
of the legal infra-structure and lack of judicial tradition 
m/department, compounded by the proliferation and multiplicity 

c onrr+vi L> u+ory 

of subordinate legislation could be the other possible/factors. 
Judicial review, by itself is not something that the department 
need fight shy of. It is there to safeguard the rights and just 

a,Y\d i Tioi Xinwelco-mfi. . 

interests of the assessee, citizens and of the department^. The 
problem arises where judicial processes get abused. The main 
difficulty is on account of interim stays which do get vacated 
for long periods. Group is given to understand that interim 
stays cn such a large scale, in indirect taxation matters, is 
not a very old phenomenon, and that, in the past, average 
assessee was apparently satisfied with the substantiative 
justice meted out by the department without cavilling about 
legal technicalities, so long as the levy was uniform, decision 
about the levies speedy, and orders incorporating the decision, 
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simple. What may have aggravated the situation is not only the 

increasing incidence of indirect levies but the prospect of 

windfall gains following retrospective application of Court 

judgements. Hopefully, after important basic issues which have 

already converged in the highest Court of the land for 

determination, get decided by it, things should settle down in 

a large measure. If a statutory provision is made to bar 

refund of duty, incidence of which has been passed on to the buyer 

by the assessee, the motivation for resorting to litigation in 

the hope of windfall gains, should also abate. A requirement of 

deposit with the Court, or the department, of the duty in 

dispute and a provision for interest at the Bank rate, on the 

refund or short levy, resulting from the judgement, should also 

discourage such situation. That the department has to 

re-organise and considerably strengthen its machinery 

for attending to its litigation work to ensure proper 

presentation of its cases before the courts, is evident. 

If, instead of a number of High Courts located in different 

parts of the country, considering cases involving same 

or similar issues, a legal arrangement could be devised 

where one special High Court alone has jurisdiction over 

such matters, it would not only enable the department 

to make desired arrangement for proper presentation of 

its cases before it, but also be conducive to consistency 

in judgements and greatly improve things. As far as 

a £ nrvuicor 

the Group is aware, ^provision contained in Article 
323A of the Constitution has been invoked in respect of 
only one tribunal which has yet to commence functioning. 
Without the benefit of experience how the provision 
would operate in practice, it may not be unwise not to 
hasten to resort to this constitutional provision. If 
the other suggestions are not feasible, or, if 
implemented, do not bring about the desired results of 
reducing litigation and divergence, there may be no 
alternative to use of Article 323B. 
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9.22 Lastly is the matter«about stability of 

assessments. In the present system, past assessments 
STABILITY OF can be opened upto six months and, 

ASSESSMENTS in cases Q f fraud, upto a period 

of 5 years. Revision of assessment can entail refund 
to the assesse’e or recovery of short levy from him. 

The Group is of the view that in cases where facts 
are not disputed, past assessments should not be open 
to revision merely for the reason of change in the 
classification or interpretation. In cases where the 
facts and information furnished by the; assessee, on 
the basis of which the assessments were made are later 
found to be untrue, or it transpires that some material 
facts, which would have been relevant to, and could 
influence assessment, had been wilfully suppressed by him, 
there should be no bar to revision of, assessments. 

These being in the nature of fraud, there should be no 
question of any time bar and loss of duty on account of 
such fraud, as far back as it can be traced and 
established, should be made good. A person should not 
be allowed to retain the fruits of his fraud. The 
Group would suggest, however, that instead of recovering 
the short amount through a demand for duty,it should 
be a component of the punishment awarded, the penal 
component being over and above the duty short levied. 

This arrangement may imply some difference in accounting 
but that should not be very material as the entire 
sum, including duty and penalty will accrue to the 
exchequer. Occasions can also arise for refund or 
recovery of short levy in cases where neither facts 
are in dispute nor is there any change in interpre¬ 
tation or classification. This can be due to such factors 
as arithmetical or clerical errors. In such cases, the 
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Group is of the view that on the lines of the accepted 
commercial practice of E & O.E., remedial action, by way 
of refund or short levy,should also be without limitation 
of time. Subject to the foregoing, there should not be 
occasions for refund of duty or for recovery of short 
levies and the assessments should also, by and large, not 
be provisional. It would have the advantage of keeping 
intact the principle of linkage of duty paid to the 
department and the incidence passed to the customer. 
Implementation of the scheme will call for necessary 
amendments of the related provisions of law. 
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CHAPTER 10 

ADMINISTRATIVE CHANGES AND.MISCELLANEOUS ISSUES 

10.1 Besides addressing itself to the task 
of rationalisation of the tariff nomenclature, duty- 
structure, schemes of exemptions and assessment 
procedures, the Group considered a few issues 
germane to its study such as administrative changes, 
tax payers assistance, systems of control and some 
aspects of law for better enforcement. 

10.2 Considering the growth in coverage of 
Central excise taxation and the varied functions 

that the field organisations 
are called upon to perform 
assessment machinery can be said 
to have done a creditable job. 

Yet the system of assessment and control remains 
somewhat archaic. The systems is not properly geared 
or equipped to effectively check under-valuation, 
under-reporting of production, delayed payment and 
mis-classification of goods. The assessing officers 
too are yet to be imbured with modern techniques aimed 
at optimum efficiency with minimum effort. 

10.3 Most of the Central Excise Assesssment 
Ranges in the country (1581 under 230 Divisions) do 
not have necessary and sufficient information for 
correctly assessing various goods to duty. Though 
within the department as a whole, information regarding 
price and classification of comparable goods manu¬ 
factured by other assessees is available, it isnot 
always possible for the operational level in the 
range to retrieve that information more so from other 
assessment ranges located in various parts of the 
country. Besides, there are several checks of 
repetitive character of huge volume which are done 
manually, occupying a good part of the assessing officer's 
time. 


ADMINISTRATIVE 
CHANGES — 
ASSESSMENT 
MACHINERY 
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10.4 The Group considered the desirability 

and feasibility of a computer back-up for the assess¬ 
ment machinery with the following broad objectives 
in view:- 


(i) to achieve uniformity in the practice 
of assessment of excisable goods at 
the collectorate level and at the all- 
India level; 

(ii) to eliminate/minimise the frequent 

visits of inspection and audit parties 
to various factories and move towards 
a record-based management; 

(iii) to monitor the credit availed of in 

respect of various inputs utilised in 
the manufacture of each excisable 
commodity in the context of wider 
extension of proforma credit and 
to evolve suitable input-output norms; 

(iv) to cross check production and price 
trends and use such data for ani s 
evasion work; 

(v) to replace the present manual 

checking of assessment and relieve 
the field staff from routine work 
and to utilise them for more 
effective antevasion work; and 

(vi) to imporve the data base and to 

utilise the available information 
for making policy decisions on 
firmer lines. 

10.5 The Group had the benefit of a study 

by professional consultants as to the feasibility 
of a computerised system of assessment in relation 
to excises. The broad conclusions arrived at by 
the consultants are: 

(i) The computerisation of routine 
checking of monthly returns and 
documents will, lead to definite 
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savings in effort and also expedite 
the finalisation of assessments. 

(ii) Uniformity in classification can be 
achieved by evolving alphabetical 
directory of all products manufac¬ 
tured within the country along with 
their tariff classifications and 
classification codes. This could 
be made available to all assessing 
officers as an aid to classification. 
Addenda to the directory could be 
issued periodically, say, once in 2 
months to include new products. An 
improvement over this would be a 
direct on-line communication system 
with a central computer, which would 
have a data base of all existing 
products and their classification 
codes by the individual Collectorate 
computers. The benefit of such a 
system over an alphabetical-directory- 
based scheme will be marginal and may 
not be commensurate with the high 
cost incident in having an on-line 
systerft with a central data base and 
extensive communication link ups. 

(iii) Computerisation could help in compa¬ 
rison of variation in prices and the 
extent of duty credit availed of by 
individual as-sessees. 

(iv) The statistical data regarding 

production, clearances, duty collec¬ 
tion, product-wise collectorate-wise 
and at all-India level could be 
quickly obtained. 

10.6 The feasibility report envisages the follow¬ 

ing implemental arrangements:- 

(i) The introduction of computer should 

be in three phases - phase I: selection 
of vendor, phase II: systems development 
at one centre, say Delhi Collectorate 
and phase III: extension of the sy~st.em 
to other Collectorates. 

(:.i) At the field level, a computer system 
could cover about 1,000 assessees 
spread over a cluster of 3 or 4 divisions. 
One of these systems could be at the 
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Collectorate office which could serve 
as the coordinating computer system- 
at each collectorate level. The data 
entered in floppies at the collecto¬ 
rate level could be processed further 
at Central Exchange at Apex level for 
getting the All-India picture. 

(iii) On the basis of a broad study of the 
volume of work, each cluster, covering 
1,000 assessees, will have to have a 
16-bit micro-processor based multi¬ 
user machine with a main memory of 
256KB(expandable to 512KB); one 
console and two terminals; one 600 LPM 
printer; on 160 MB winchester disk 
Drive (formatted capacity 128 MB) and 
two floppy drives. The approximate 
cost of the above configuration (with 
one disk drive and one printer) would 
be around Rs. 6.5 lakhs. 

(iv) In addition, data entry machines to 

transfer data to the main system would 
also be required for each cluster and 
number of machines would vary from 
cluster to clu*,ster depending on work 
load. The approximate cost of each 
such machine would be around Rs.40,000. 

Based on the data collected, the number 
of data entry machines required for 
each cluster would be 37 in respect of 
Bombay - I Collectorate and 13 in 
respect of Coimbatore Collectorate. 

,„ _ of the consultants 

10.7 The preliminary feasibility report_/indicates 

that a viable and cost-efficient computer aided assess¬ 
ment could be of great utility in detecting leakage in 
revenue and reducing the human effort involved in tedious 
verification of assessments. Optimum advantages may not 
flow since the system could be put to only a limited use in 
the sphere of classification of products, under the 
tariff code. Yet, in the long run, the introduction of 
computer back up would have several advantages. It would 
provide a irm data base and result in quicker consoli¬ 
dation and retrieval of data. It would equip the 
department t; meet the challenge of the increasing demands 



upon its resources. While computerisation, by itself 

may not result in significant reduction of overall 

staff requirements, it can be expected to relieve 

some manpower from the repetitive and routine chores, 

for redeployment on more meaningful tasks such as 

anti-evasion. In course of time, the department 

could also utilise the computer system for other areas 

such as personnel administration monitoring of litigation. 

The introduction of the multi-use computer system, 

on the lines suggested in the feasibility report, should 

be in phases. The Department has made a beginning m 

computerising its revenue accounts in selected collecto- 

rates with UPTRON S850 system. It will be economical 

if it is found feasible to upgrade this system to cope 

with the additional tasks envisaged hereinabove for. the 

computer. If it is not feasible, alternative system and 

hardware will need to be identified which is suited c 

cone with these requirements. The Group recommends 

the acceptance of a computerized system in principle. 

However, every experimental adoption in a few selected 

by a 

collectorates would need to be preceded/detailed 
system study and design and examination and acceptance 
of the results of such a detailed study which should 
clearly be a part of a well identified long term plan. 

10.8 With the adoption of a computer-aided 

assessment system, while the formation of ranges as 
at present could continue, the nature of work 
undertaken by them would have to undergo some basic 
changes. Ranges would basically undertake analysis 

COLLECTORATE of the computer output relating to 

FORMATION .... . . . . . . . ^ 

units within their jurisdiction and 

concentrate on anti-evasion work. They would also 

ensure that the data inputs required from the assessees 

for analysis by the computer reach without delay. 

The work in the Divisions would, by and large, be 

on present lines. Both the ranges and divisions 

should be made jurisdictional not functional. At the 

next level, 3 or 4 Divisions would be placed under a 

'cluster office 1 which will house the data entry 

machines and the micro-projcessor unit. The cluster 
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office will be under the charge of a Deputy Collector 
who will also oversee the work done by the Divisional 
Assistant Collectors within the cluster. 


10.9 Introduction of computers for assessment 

could be expected to relieve the field officers of the 
AUDIT AND routine work of checking assessment 

ANTI-EVASION returns. This should enable a re¬ 

deployment of the staff for a more meaningful audit 
and preventive work. Both these functions could 
draw considerable information from the computer out¬ 
puts. Audit, in particular, should be selective and 
critical rather than routine. It should attempt to 
study the input-output relationships in individual 
factories and also correlate the clearances with 
audited books of accounts of the manufacturers. Ani- 
evasion work should have two approaches in view -- 
one preventive and the other investigative. In both 
these approaches, there should be computer coordination 
with the audit. The Anti-evasion branch should 
further build up data banks relating to each assessee 
within the collectorate. In order to bring about a 
coordinated approach, the functions of audit and anti- 
evasion could be placed under a Deputy Collector. 


SUPERINTENDENCE 
OVER FIELD 
FORMATIONS 


10.10 The other area where the strengthening 

of the system is needed is the inspection of field 

formations so as to ensure that 
the assessment practices are uni¬ 
form and the control over the 
assessees effective, and minimising thereby the possi¬ 
bility of leakage of revenue. This aspect has not been 
receiving as much attention as it should. with the 
sprawling field formations, inspection with emphasis on 
its quality, would be an important instrument of moni¬ 
toring apart from any system of reports and returns. 
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and it could greatly help to bridge the gap between 
policy and performance and facilitate quicker detection 
of aberrations for timely corrective action. Reports 
and returns can assist in statistical monitoring of 
arrears and pendencies but can be of only limited use 
in spotting the hiatus between instructions and 
implementation. Divergence and malfunctioning if quickly 
Spotted can be speedily remedied. The responsibility 
for inspection should be clearly assigned to each 
hierarchical level of supervison. Such inspections, 
carried out at prescribed periodicity, should include, 
inter-alia, a percentage re-check of primary documents 
for which the inspectr'a; officer should bear the sub¬ 
sequent responsibility. This arrangement should go 
up not only to the Head of the Department but cul¬ 
minate in a regional authority. 

10.11 The concept of a regional functionary has 

been tried in the Department recently with the 

introduction of the institution of Principal Collector 

but in the present arrangement, the Principal Collector 

is also in direct charge of <3 dollectorate of custoras/exase. 

Saddled with direct responsibility of his primary 

charge, the Prinicpal Collector is not likely to be 

in a position to devote adequate time and attention 

to co-ordination and other functions expected of him 

in relation to the other Collectorates with which he is 

concerned in his capacity as Principal Collector. The 

Group feels that the office of the Principal Collector 

should be a full time Institution with adequate 

infrastructural support and in view of its other suggestion 

for 'multiple collector' collectorates be suitably 

redesignated, to denote his regional jurisdiction and 

responsibility, as Regional Commissioner. He should 

be entrusted with the executive functions of the 

Board which, in the present system, performs dual 
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role-as a wing of the Revenue department of Government 
for policy formulation and as the apex body of the 
Customs and Central Excise organisation for executive 
superintendence over field formations-Such dispersal 
of executive functions will not only be conducive to 
closer superintendence over the field formations but 
also enable better attention to the matters of policy 
and important issues of All-India ramifications. 

The Collectorates can be grouped into five regions and 
each such region placed under charge and responsi¬ 
bility of one such functionary who should be of the 
same status as a Member of the Board. 

10.12 Some of the important items of work that 
may be assigned to this functionary can be as follows:- 

(a) Inspection and review of the working 
of field organisations including 
collectorates. 

(b) Supervision of administration and 
personnel matters, including promotion 
and vigilance. 

(c) Heading the Regional Advisory Board. 

(d) Coordination of audit and anti¬ 
evasion activity within the region. 

(e) Adjudication of specific cases 
involving large-scale duty evasion. 

10.13 With the suggested emphasis on inspection!, Jtvd 
the stress put elsewhere on the work relating to 
classification valuation, one has to necessarily think 
whether the present organisational set up at the 
collectorate headquarters, is adequate for coping with 

the contemplated tasks. At present, each Collectorate. 
is headed by a Collector, who may be in Level I or 
Level II of the Senior Administrative grade. He is 
assisted by a few junior administrative grade officers 
called Deputy Collectors, senior of whom, in the same 
scale of pay being'designated as Additional Collector. 

The Group has elsewhere suggested that the computer 
cluster should be under the charge of a Deputy 



169 


Collector-Tf the work of different such clusters, 
installed in a collectorate, is to be coordinated, 
one has to think of a higher functionary to do so. 

With the present average jurisdiction of the Central 
Excise collectorate, it may not be feasible for the 
Collector to pay personal attention to all these 
tasks in as much detail and such continuity as would 
be desirable. One possible answer could be to make 
the average jurisdiction smaller and create more colle- 
ctorates. There is much to say in favour of compact 
collectorates with small and easily manageable juris¬ 
dictions. On the other hand, there is considerable 
merit in having a large jurisdiction which would ensure 
the much-needed uniformity in assessments and decisions 
over large areas of his jurisdiction. The Group would 
prefer the latter. If a collectorate's jurisdiction 
is to remain large as it should; a way has to be 
found to induct in its set up sufficient number of 
senior officers with'out unduly distrubing the heir- 
archical arrangement. The Group would commend a 
system of 'multiple-collector' collectorates. Each 
collectorate could be headed by an officer in Level I 
of the Senior Administrative grade and his team could 
include, besides others, a few officers in level II 
of that grade . To preserve the heirarchical arrange¬ 
ment, the senior collector in charge of the Collectorate, 
could be designated "Principal Collector". The Group 
is inclined to feel that the compulsions of cadre 
management and career planning would in course of 
time, entail such shrinkage of the average jurisdiction 
of the collectorates to such extent as to be self- 
defeating. This suggestion here is a functional necessity 
and it could be implemented without very significant 
financial implications. It will also be more conducive 
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to better cadre management without impairing the 
organisational efficiency. One of the collectors in 
such a collectorate could be in charge, inter alia, 
of inspections and another could attend to the work of 
classification and valuation. 

10.14 It needs no emphasis that the changeover 

to the system that the Group is suggesting would call 

TRAINING OF for the qualitative imporvement in 

OFFICERS .. . . . . . . 

the training base not only in its 

extension but also in its course content. That every 
simplification and relaxation of procedures, will 
tend to increase the responsibility of the departmental 
officers to combat evasion will not be an under¬ 
statement. This is not to say that elaborate procedures 
themselves are an adequate safeguard or should be 
persevered with. Simplification is a need in itself. 

It only underscores the simuffcaneous need for sharpening 
administrative skills and processes. Apart from the 
need to impart to the officers requisite training in 
relevant disciplines and adequate knowledge of the 
subjects germane to the requirement of their job 
they would need to be imb vied with proper attitudes 
to work the system. For, optimum gain will call for 
a closer linkage between training and placement, 
suitably dovetailed with promotional policies without 
going into greater details of this aspect, suffice 
it to focus here only one aspect, namely, the intro¬ 
duction of computers for assessment purposes. This 
would call for a general exposure of the department 
to the computer culture and training of all executive 
officers to enable a thorough understanding of the 
system. Induction of professional managers at 
intermediate levels and training of existing super¬ 
visory personnel in computer skills such as system 
design and programming would also be very necessary. 
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Besi • . before the introduction of th«s new tariff, 

detailed training programmes for the assessing officers 
at all levels, should be organised so that the switch 
over is smooth. 


10.15 The Group also studied the two major 

systems -- the record based control and the production 
RECORD-BASED based control — of excise control 

FRACTION-BASED P— ntl y operation. These 

CONTROL systems were brought into force in 

February 1978 on the recommendations of the Central 
Excise (SRP) Review Committee. In the 'record-based 
control', the records maintained by the factory for 
their own purposes are accepted in lieu of statutory 
records; routine physical checks are mostly avoided. 

The records referred to are not only that of final 
production of the factory but all records maintained 
by the factory which are relevant to arriving at the 
final product stage. At present, this system of control 
is effectively applicable to only 22 commodities; 
the number of units under this sytem should, thus. 


be not large. 


10.16 The Group would suggest a change, in the 

approach, which would aim at reducing the cost of tax 
compliance without undue risk to revenue. There is 
no strong logic in opting for the RBC system of control 
with reference solely to commodity groups as at present. 
What is relevant and important is whether an industrial 
unit, for its own purpose and its internal management, 
keeps such records and accounts, with such details 
and in such manner, that the information required by 
the department for carrying out necessary checks for 
administering the tax, can be easily accessible from 
such records and accounts. In such a case it will 



seem pointlessto burden the assessee with the obligation 
to maintain another set of accounts in a prescribed 
proforma for purposed of Central Excise. This system 
does not contemplate doing away with random checks 
and surprise inspections or periodical audit, which 
should continue in a planned and purposeful way instead 
of falling into an inane routine. It would also enable 
the department .to reassure itself, from time to time, 
about the veracity- of the information contained in such 
records and accounts, so that use can be made of such 
information with confidence for such further checks 
as may be necessary for administering the tax. The 
Group would, therefore, suggest extension of this sytem 
to units which pay duty in excess of a limit, say, 

Rs.l crore in a year, since generally such units are 
expected to have in their accounting systems in-built 
internal checks on production, clearances, sales etc. 
Further, public sector undertakings at the Centre 
as well as at the States, as a class, could be included 
in the sytem of record-based control. Another area 
where this type of control could be extended is that of 
units which have their own computer system of accounting 
purposes. It could also be provided that if any 
assessee is found to have suppressed his production, 
resulting in evasion, apart from other punishment and 
penalties to which he may be liable^the facility of 
record-based control could be disallowed. 

10.17 In production-based control, which has 

a much wider application, a stricter control over 
production is envisaged. Among the features of this 
system, there is authentication of gate pass documents 
and records maintained by the assessee, checks over 
production at various stages and exercise of checks in 
respect of packing and filling operations, goods in 
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storages and major raw material used. Several other 
checks are also provided and the field staff are 
expected to exercise them frequently to ensure correct 
recording of production. 

10.18 From the replies furnished by the depart¬ 
mental officers, the Group gains the impression that 
this system of control has not achieved its objective, 
due mainly to lack of proper administrative support 

in terms of men and equipment. Since such checks 
have fallen into a routine, the effectiveness of the 
control itself has been lost. The Gi'oup is of the 
view that the system of production-based control, 
instead of attempting much but achieving little should 
be selective■/flore intensive verification through 
special audit could be considered. Computerised 
checking of production with reference to norms 
supplemented by physical and periodical verification 
of raw materials balances could in fact serve as a 
better substitute, 

10.19 The Group noted that the system known as 

'physical control', which was earlier confined only 

to three commodities, has recently been extended to 

cover also tyres and man-mande filament yarns. The 

system of 'physical control', with which the scheme of 

Central Excise started years back is considered stricter 

and, therefore, safer from revenue angle, than the 

% 

S.R.P. One would surmise, therefore, that this system 
is preferred in respect of commodities considered 
particularly vulnerable to evasion. But, what is 
lost sight of is that in the law, the penalties for 
infrigngement under the physical control system, are 
insignificant in comparison to.those under S.R.P. 

The former carries a maximum penalty of Rs.2000/ 
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This needs rectification. Besides, unless the system 
admits of the officers being physically present at 
the factory continuously when it is working, it can be 
hardly effective and tend only to introduce complacence. 

If it is the assessee who is expected to requisition 
the services of an officer every-time he seeks clearance 
of his goods from the factory to supervise the clearance 
as would be the case in the present set up, it would be 
no check on an evader and an irritant to a honest assessee. 

10.20 The Group feels that where the value judgement 

is that the physical control is a must, and it 
would be so when a commodity or an industry is thought 
to be evasion-prone, there should be no hesitation 
in bearing the cost of augmentation of the staff 
required to ensure continuous physical presence during 
the working hours of the factory, supplemented by 
staff provision for surprise visits by preventive 
parties and supervisory officers. At the same time, 
the Group is of the view that the system of physical 
control which should continue to be an exception 
rather than rule can be simplified without increasing 
the risk to revenue. What is really important in 
the system is that no excisable goods physically go 
out of the factory without prior permission and 
supervision of the Excise Officer who will be in 
a position concurrent to verify correctly that the 
duty leviable upon them had been paid before the goods 
are removed. This is all that the physical system 
of control need be or imply. All other elaborate 
documentation, which is part of the system as it was 
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initially conceived, is not really necessary, and can be 
done away with. The other procedural requirements, 
documentation, such as factory returns maintaining PLA 
etc., can be on the line of those prescribed under SRP, 
with the only modification that the clearance of the 
goods itself will be under the supervision of the Excise 
Officer who will sign the clearance document which, in 
the scheme suggested by the Group, will be the sale invoice 
in replacement of the gate pass. 

10.21 Another area where improvements are called 
for relates to assistance to tax payers. Presently, 

ASSISTANCE TO each collectorate has set up a "Tax 

TAX—PAYERS 

..‘ " Payer's Assistance Unit". This unit, 

in addition to rendering advice to the assessee, is 
expected to help the assessee in meeting the officer 
concerned for necessary guidance, clarification and for 
getting the,matter expedited where the unit itself is 
not in a position to solve the problem. The replies 
received in response to the questionnaire indicate that 
these units have hardly provided the kind of assistance 
that the assessees require in the matter of day-to-day 
compliance of law. It is also reported that, in general, 
the personnel selected for such units are not fully equipped 
to provide the required advice. The Department has also 
not published sufficiently informative pamphlets enlighten¬ 
ing the assessees about the various requirements under 
the law as well as procedures. 

10.22 In order to provide a meaningful assistance 
to the assessees, the Group would suggest the following 
measures:- 

(a) The department should prepare 

commodity pamphlets incorporating all 
the necessary particulars including the 
tariff relating to the commodity as 
also the procedures to be followed. 
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These pamphlets should be made available 
at the time of registration itself. 

(b) The Directorate of Training may, with 
the help of Collectorates or under the 
aegis of trade organisations, arrange 
suitably structured training courses 
for the willing assessees. A beginning 
has been made in this regard with 
public-sector undertakings. A phased 
programme spread over a period of 2-3 
years can be drawn up to cover the 
majority of the assessees and or their 
concerned employees for an orientation 
in the excise law and procedures rele¬ 
vant to the requirements of their 
industry. 

(c) Senior officers of the department of the 
level of Additional Collector/Collector 
should set apart 2 to 3 hours every week 
for hearing the grievances of the 
assessees on a-'open house' basis. 
Clarifications in respect of such points 
should be issued within a week of 

their being brought to the notice of the 
department. 

10.23 During the course of evidence before the 
Group, several officers of the department as well as 

LEGAL CHANGES representatives of trade and 

ENFORCEMENT industry urged that changes be made 

AND REACHING in the law to expedite the process 

EARLY FINALITY £ . .. , 

of reaching finality m matter of 

assessment and to enable the honest assessees to survive 

unfair competition from the dishonest who resort to 

avoidance or evasion. 

10.24 On the first point, it is felt that if the 
changes suggested in the assessment .procedures are accepted, 
assessment at the first stage would acquire the character 
of administrative action. This should substantially 

cut down • .v,s time taken at this stage. The Group would 
also suggest the following measures aimed at 
reaching early finality:- 

(a) In cases where the amount involved is 
less than, say, Rs.25,000/-, hearing 
may be completely dispensed with. A 
suitable provision may be included in 
the law to this effect. 
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(b) In other cases, it could be prescribed 
in law that not more than one postpone¬ 
ment would be allowed and the total 
time allowed for hearing would be limd ted 
to two hours on either side, with a 
provision for extension by specific 
permission of the authority concerned. 

The first date for hearing of a case 
should automatically fall due two months 
after the issue of a show cause notice 
or filing of an appeal. It should 
also be prescribed that all the arguments 
-- both on facts and law should be sub¬ 
mitted in writing. This procedure should 
be applicable to proceedings before 
all quasi-judicial appellate authorities. 

10.25 On the second aspect, the changes suggested 
in regard to the tariff, duty structure and exemptions 
should, it is felt, help achieve the objective in a 
substantial measure. Yet, the Group would like to make 
the following suggestions in this regard:- 

(a) The procedure of trial in relation to 
cases of excise duty evasion may be sim¬ 
plified on the lines of a summary 

trial right through the proceedings. 

(b) 'Special tax Courts' may be set up to 
hear and dispose of cases of evasion of 
duty and contraventions of the provisions 
of Central excise law. 

(c) Stiff personal penalties should be 
provided against the beneficiary of the 
illegal gains from the act o£* evasion, 
without the department having to prove 
his direct participation in the 
committal of the act. The individual 
concerned should be made to bear the 
penalties, with suitable tightening 

up of the provisions for offences by 
companies. 

10.26 Another issue which deserves serious thought 
is taxation of services. Though some services like 

entertainment, betting, transport of 
goods and passengers are taxed by 


TAXATION OF 
SERVICES 
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State Governments, general services the major 
beneficiaries of which are the better-off sections of 
the society, still remain untaxed or under taxed. 

10.27 While a detailed study of this aspect of 

taxation is not within the purview of this Group, it is 
felt that some thought need be bestowed on services which 
are closely linked to the manufacturing activity and 
supply of goods. It has been seen that in respect of 
commodities subject to ad valorem duties, there is a 
tendency among manufacturers to set up parallel 
organisations for marketing/advertising, servicing etc., 
for avoiding duties on some portion of the sales reali¬ 
sation value. The Group would suggest that a small 
turnover tax — under Entry 97 of List I of the 
Seventh Schedule to the Constitution -- could be 
levied on such services. Besides getting revenue and 
curbing undervaluation, where the mark ups are high, 
a part of the extra profit could be diverted to the 
exchequer through such a measure. 

10.2g The services that may be considered for 

such a levy could be:- 

(1) Marketing services where the marketing 
agency markets 25% or more of the pro¬ 
duction of a manufacturer or lends 

its brand. 

(2) Design, consultancy, erection and other 
technical services linked to supply 

of goods. 

> 

(3) Computer software services. 

(4) Advertisement services. 

(5) After sales service of consumer durables 
like refrigerators, .air conditioner — 
with a suitable exemption limit. 

There could be several other services which could be 
similarly subject to a turnover tax. Perhaps these could 
be identified by undertaking detailed study. 
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To sum up, the present excise taxation system has 
no doubt served the revenue and some of the socio-economic 
objectives well, but it abounds in complexities. The 
system appears to have grown in an ad-hoc manner in res¬ 
ponse to diverse demands and situations underscoring the 
need for a stable and neutral approach for its simpli¬ 
fication and rationalisation. Aimed at this, the Group 
has made a number of recommendations in the foregoing 
chapters. The more important of these are:- 

(a) Tariff nomenclature should be more scientific and 
detailed, supported by explanatory notes and 
formal rules of interpretation,to ensure classi¬ 
fication of a product under only one tariff 
heading. The present omnibus tariff entry, 

(viz. Tariff Item No.68) which creates more 
problems of classification should be abolished and 
the products covered thereunder should be grouped 
with others of the same class. In addition, basic 
concepts relating to 'excisable goods' , 'manu¬ 
facture' and 'manufacturer' which have a direct 
bearing on the duty liability should be spelt 

out in clearer terms. / A draft Tariff Act 
incorporating the nomenclature and toe defi¬ 
nition giving shape to these concepts has been 
suggested._/ 

(b) Duty structure should be rationalised by reducing 
substantially the number of effective duty rates 
and by building it around five rates with a special 
'zero rate 1 category; and different excisable 
products categorised under each such rate category 
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having regard inter alia to their use, compo¬ 
sition and the element of value added in them. 
Generally, duty on basic raw materials and 
industrial inputs and items of mass consumption 
should be low while those on consumer durables 
and products consumed by better-off sections 
of society could be higher. / Tentative 
categorisation of products has been suggested as 
illustration. _/ To avoid distortions, the 
relativity between these categories should be 
maintained as far as possible. The needs of 
revenue augmentation may be met by a general 
escalation of rates applicable to each category 
or by shifting one complete product group from 
one category to another. If special situations 
like the need for mopping up profit or curbing 
consumption arise, resort could be had to additional 
levies. Such levies should be specific and 
time bound without disrupting, the pattern of the 
duty structure. 

(c) To mitigate the cascading effect of excise duty 
on inputs, the scheme of duty credit should be 
extended to all products with very few exceptions 
and the nominal- rates of duty on the finished 
products re-fixed having regard to the revenue 
effect of such set-off and the intended overall 
incidence on the finished product. For the 
Indian conditions, the proforma credit scheme 
has been preferred to MANVAT or other schemes of 
input duty relief. If introduction of MANVAT has 
to be tried out as an experiment, the most suitable 
area would be the products of chemical group. 



(d) Some important excisable products , namely, 
petroleum group, cigarettes, capital goods, 
refrigeration and air-conditioning equipment 
and processed fabrics, which, between them, 
account for about Rs.3,500 crores of the 

current budgetary revenue, have been broadly dealt 
with and specific suggestions made in 
relation to them and their assessment. 

(e) Elasticity for quicker response to changing 

situations or price fluctuations generally 

desirable in indirect taxation, not being as much or as 

pressing a need in the sphere of excises as it 
may be on customs side, the present 
system of duty exemptions,which results in undue 
proliferation of effective rates and admits of 
restrictive, complicated conditions attached to 
each such case should be replaced by a more 
broad-based system of duty preferences being 
incorporated in the tariff itself through the 
legislative processes, if distortions and uncertainty 
are to be avoided and stability achieved. 

(f) Recognising that the small-scale sector merits 
some protection qua the organised sector, with 

no need for such protection within the small-scale, 
a general scheme of duty preference has been suggested 
for all registered small-scale units without any 
linkage with the value of their annual clearances. 

While annual clearances upto Rs.2.5 lakhs would be 
completely free of duty for a unit , clearances 

in excess of this limit could get a duty preference of 
10 percentage point all through subject to a minimum 
duty of 5% ad valorem. 
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With its increasing contribution to the country's 
GNP, the participation of this sector in resource 
mobilisation effort should also be larger. The 
suggested scheme could provide the necessary 
incentive for growth and simultaneously, a 
dirincentive for stagnation and fragmentation. 

(g) To encourage new investments and also to reduce 

its cost, machine tools and 'mother' machines should 
be zero rated and other capital goods subject to 
a low rate of duty with provision for input duty 
credit. Besides, the present incentive scheme 
for capital intensive industries with its compli¬ 
cated features should be replaced by a simpler 
and more generalised scheme which would provide for 
a duty preference to all new units set up under 

a licence, only for a limited period, say, two to 
three years, and to a limited extent, say, 20 to 30% of 
normal duty on the products manufactured by them. 

The other incentive scheme for stimulating 
production does not appear to have served its purpose 
and may be given up. 

(h) To encourage investment in the field of non- 

con ventional and renewable sources of energy as also 
the use of pollution control systems, zero rating 
of related products and industries could be 

considered. 

(i) To achieve uniformity in classification and assessments, 
a Central Classification Authority,as distinct from 

a Tribunal,has been suggested. Its ruling in classi¬ 
fication disputes should be binding and final until 
reversed,and of all-India application. The 
processes anterior to a reference to this 
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authority which culminate in such tariff 
ruling, should be in the nature of administra¬ 
tive action rather than quasi-judicial pro¬ 
ceedings. To assist the trade, an alphabetical 
index of product classification has been suggested. 

(j) To secure certainty in assessment matters, altera¬ 
tion in an assessee 1 s duty liability flowing from 
any change in interpretation or classification 
should only be prospective except in cases where 
facts are in dispute or the information as 
furnished by the assessee (on which assessment was 
made) is later found to be false,or, . it 
transpires,that material facts, which were relevant 
to or could influence the assessment ,had been wilfully 
suppressed by him. Such cases should be treated 
on par with fraud and recoveries made through 
penal action without a time limit. In this scheme, 
provisional assessments should get reduced as also 
occasions for refunds or short levies. Provision 
should be made for interest on refunds due to an 
assessee, which are delayed and short levies recoverable 
from an assessee, which are unjustifiably held back. 

The doctrine of fortuitous gain or undue enrichment 
should be given legislative sanction debarring 
refunds / otherwise admissible / in cases where the 
incidence of the duty paid had been passed on by 
an assessee to his customer. For facilitating 
ascertainment, it has been suggested that the amount 
of duty paid by the assessee should be separately 
shown in the invoice covering those goods. 
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(k) On the procedural side, with a view, inter alia, 
to reducing the cost of tax compliance, some 
simplification has been suggested such as, 
replacement of licensing system by a scheme of 
of registration*, abolition of price lists, gate 
passes, and excise bonds ,} centralisation at 
one point the work relating to the refund, 
which becomes due to an assessee upon export of 
his goods, whether by way of customs drawback or 
excise rebate > liberal extension of the 
record-based system of control and simpler documenta¬ 
tion and accounting for small-scale units as also 
under the system of physical control with a suitable 

stepping up of the maximum punishments prescribed 
under such control. 

(l) To secure better utilisation of the manpower 
resources available with the department, a phased 
programme of computerisation may be introduced 
after appropriate field trials. It should be a 
valuable aid to assessments and help in building 
up a data bank and generally to make the system 
of checks and controls more effective. 

(m) A non-descript tax {under Entry 97 of List I of 
Seventh Schedule) could be considered for imposition 
on certain services linked to supply of goods, 

to discourage the possibility of evasion by splitting 
the value between goods and services. 

(n) The provisions relating to penal action should be 
tightened up to ensure that the person who gains 
financially from an act of evasion gets punished 
without the department having to prove his 
participation in the committal of the act. 
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2. The Group is of the view that these suggestions 

should help build up a more rational and stable system of 
resource mobilisation and should be conducive to a more 
productive use of the resources available with the department 
and industry. In some areas, these rnay imply rebuilding the 
structure from the base. Prom a superimpositioh of the 
new on the old gains may not be optimal. Needless t.o add 
that the implemental follow-up action on these suggestions 
will require legislative sanction and incorporation of 
suitable provisions in the statute to give them necessary 
legal backing, and consequential amendments in the existing 
rules. 


( R.C. Misra ) 
Chairman 


(Charan D. Wadhva) 
Member 


(N.T. Srin-ivasan) 
Member 


New Delhi, 
September 30, 1985. 


(B.N. Rangwani) 
Member 
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F. No. A-11013/91/84-Ad. IV. 
Government of India 
Ministry of Finance 
Department of Revenue 


New Delhi, th e 22nd September, 1984 
31 Bhadra 1906 (Saka) 


RESOLUTION 

T he Government of India has decided to appoint a Technical Study Group 
to conduct a comprehensive enquiry into the structure of the Central Excise 
Tariff and recommend the lines on which it may be revised and rationalised. 

The Technical Study Group will consist of the following 


Shri J. Datta, 

Member 

Central Board of Excise and 

Customs, New Delhi. .Chairman 

Dr. Charan Wadhwa, 

Economic Adviser, 

Bharat Heavy Electricals Ltd. .Member 


Shri Tarun Das, 

Executive Director, 

Association of Indian 

Engineering Industry. .Member 

Shri N.T. Srinivasan, 

Member (Finance) 

Bureau of Industrial Costs 


& Prices. .Member 

Member (Budget) 

Central Board of Excise & 

Customs, New Delhi .Member 


While the Chairman will be a full time officer, the Members will be serving 
the Group in addition to their present assignments. 

3. TheTerms of Reference of the Technical Study Group are 

(i) To recommend to the Government of India the lines on which the 
Central Excise Tariff (First Schedule to the Central Excises & Salt 
Act, 1944) should be revised with particular reference to - 

(a) the need for simplification and rationalisation of the Tariff and 
assessment procedures with a view to reducing the areas of 
conflict between the tax-payers and the tax Collectors; 

(b) facility in collection of data regarding incidence of excise duty 
for policy formulation; and 









192 


(c) alignment, to the extent possible, with the Tariff code of 
Customs and other statistical classification used by the 
Government in regard to industrial production, industrial 
licensing, import licensing etc. 

(ii) to review the pattern of exemptions and reliefs, particularly those 
aimed at encouraging small-scale and cottage industries, and 

(iii) to make recommendations for necessary legislative and administrative 
changes with a view to implementing the recommendations made by the 
Group and, especially, to examine whether the First Schedule to the 
Central Excises and Salt Act, 1944 should be separately enacted as 
Central Excise Tariff Act. 

4. The Group may co-opt suqh members as may be necessary from time to time 
and take such expert or other evidence as it may require for its work. The 
Group will submit its Report to the Government of India within a year from the 
date of its appointment, and it may submit such interim reports as it considers 
necessary. 


ORDER 

Ordered that a copy of the Resolution be communicated to all concerned. 

Ordered also that the Resolution be published in the Gazette of India, for 
general information. 


DEPUTY SECRETARY TO THE GOVERNMENT OF INDIA 
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QUESTIONNA I R E 
PART - A 


Tariff and duty structure 

1. What are the deficiencies you have noticed in the present Central Excise Tariff 
in so far as it relates to the descriptions, groupings and definitions of various 
products? Please give specific examples. 

2. What are the difficulties you have experienced in classification matters as a 
result of interpretation of the various entries in the Central Excise Tariff? 

3. Would you suggest the adoption of a more detailed and comprehensive Tariff as 
an alternative to the present Central Excise Tariff? If so, whether the Tariff 
could be fully aligned with the Customs Tariff? 

4. If you consider that full alignment with the Customs Tariff is not called-for, 
would you suggest that alignment should be done in respect of only selected 
Tariff Items? What should be the criteria for selecting the Tariff Items for such 
alignment? Please give specific examples of commodities where such alignment is 
desirable and feasible? 

5. In cases where, according to you, full or partial alignment with the Customs* 
Tariff is not possible or desirable, would you suggest the adoption of the 
definitions evolved by the ISI either in their Glossaries or Standards setting out 
specifications for different products? 

6. Do you think that the existing arrangement of having, in the Tariff, a list of 
specified Items as also a residuary Item to cover the remaining manufactured 
products should be continued? If so, would you suggest adoption of a 
comprehensive Tariff for the major revenue yielding commodities listed at 
Annex.Ill and consequent shifting of some of the low revenue yielding commodities 
to the residuary Tariff Item? 

7. Do you prefer specific duties to ad valorem duties? If so, for what 

reasons? Do you think it is feasible to fix specific duties even where the variety 
of products is large or where the prices of different varieties widely vary? Please 
give specific examples of commodities in respect of which a changeover to specific 
duties would be desirable. 

8. Do you think the scope of the expression 'manufacture' under the Central 
Excise law needs to be spelt out in more clear and specific terms? If so, could 
you suggest a suitable definition of 'manufacture'? 

9. What is your view on the suggestion that any process which makes an addition 
to the value of the goods under process should be regarded as having undergone 
'manufacture' for the purposes of the Central Excise law? In the alternative, 
should the expression 'manufacture' cover only cases where the descriptions of the 
goods change or where the goods, after the completion of a process, fall under 
a different Tariff Item? 

10. The Customs Tariff and CCC Nomenclature contain 'Interpretative Rules' 
which help in deciding classification of goods. 
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(a) Would you suggest incorporation of similar rules for Central Excise 
purposes on the lines of the rule in the above mentioned 
nomenclatures. 

(b) If not, what should be the principles which should form the basis for 
Interpretative Rules for Central Excise purposes? Or, alternatively, 
should the 'Common Trade Understanding' test be followed in matters 
of interpretation? 

11. What are your suggestions for the principles of classification to be adopted in 
respect of - 

(i) Parts of Machinery/Appliances. 

(ii) Accessories of Machinery/Appliances. 

(iii) Composite articles which combine in themselves more than one 
commodity/product (e.g. Clock-Radio). 

(iv) Products cleared in SKD/CKD condition. 

(v) Intermediate products arising in the process of manufacture. 

(vi) Reconditioned goods. 

(vii) Turnkey projects. 

(viii) Waste, scrap and residues. 

12. (a) If the Central Excise Tariff is to be revised on a comprehensive and 

detailed basis would you suggest groupings as per the Standard 
International Trade Classification (Revised) or the Revised Indian 
Trade Classification or the classification adopted for Industrial 
Production, or the classification used by the Central Statistical 
Organisation for census purposes? 

(b) If in your view there could be partial adoption of any of the above 
codes/schedule, can you indicate the areas where such adoption is 
feasible and advantageous? 

13. Do you think that the classification and assessment problems can be reduced 
if the duty structure is modified in such a manner that the number of duty rates 
are reduced and the difference in duty rates on competing products are justified 
on sound economic considerations? Could you indicate any instances of disparity 
in excise duty incidence between comparable products? 

14. In the recent past, the Tariff descriptions and groupings relating to:- 

(a) -Petroleum products 

(b) Artificial or synthetic resins and plastic materials, and 

(c) Iron and steel products 

(d) Non-ferrous metals 

were revised on the lines of the Customs Tariff. Have these changes resulted in 
reducing the areas of dispute? Have these brought about any anamolies? Please 
illustrate with specific examples. 

15. Do you have any other suggestions relating to the revision of the Central 
Excise Tariff? 
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PART B 


Exemptions 

1. Do you think that the existing excise duty exemptions subserve sound 

socio-economic objectives relevant to the Indian context? If not, would you 
suggest any guidelines for grant of excise duty exemptions? 

2. Do you think frequent issue of notifications is creating difficulties for 

manufacturers as well as Departmental Officers? Would you suggest placing some 
restrictions (like confining the issue of notifications only to the Annual Budgets) 
in the matter of issue of exemption notifications? 

3. In regard to excise duty concessions given to the small scale sector, please 
give your views on the following questions: - 

(a) Whether the existing schemes of exemption act against the growth of 
this sector? 

(b) Does the existing system of linking the exemption to the value of 
clearances in the preceding year call for a change? If so, what should 
be the alternative? 

(c) Whether the benefit of exemption could be spread over more than 
three value slabs with lower full duty exemption limit: 

[Illustration: 

Value of clearances Duty exemptio n_ 

Upto Rs. 5 lakhs Full 

Upto Rs, 20 lakhs 50% of normal duty from the beginning. 

Upto Rs. 50 lakhs 75% of normal duty from the beginning. 

Upto Rs. 1 crore 90% of normal duty from the beginning.] 

(d) Can the duty concession be made available subject to the products 

being in conformity with Indian Standards Specifications? 

(e) Should the exemption for small scale units be restricted only to that 
part of its production which is marketed by itself and not through a 
large scale industry or a marketing house? 

(f) Whether in the case of industries exclusively reserved for the 
small-scale sector, and where there is no substantial production in 
the organised sector, there is any need for excise duty exemtpion to 
the small-scale units? 

(g) Whether the extent of exemption can be thought of as a percentage 
differential between the normal and concessional duty? 

[ILLUSTRATION: Normal duty = 40% ad valorem: concessional duty = 
25% ad valorem (i.e. duty preference of 15%)] 

4. It is said that even in the small scale sector, there are distinct groups 
depending on the value of clearance. Do you think that existing schemes of 
exemption act against one or more of these groups? 
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5. At present, goods produced in the cottage sector (e.g. handloom cloth, 
matches produced by KVIC units) enjoy duty exemptions. Do you think there are 
still areas within the cottage sector which do not enjoy duty concessions or, 
where the concessions available are inadequate? If so, please indicate the areas. 
Do you have any suggestions towards providing greater impetus to units- in 
the cottage sector? 

6. Do you think there is any need to retain separate exemptions for non-power 
operated units or for those units outside the purview of the Factories Act, 1948 
when value based exen\ptions for small scale units are available? 

7. What problems have you faced in relation to the general set-off provision for 
inputs falling under Tariff Item No. 68 under Notification No. 201/79 dated 
4.6.1979? Would you suggest any changes in this regard? 

8. Have you faced any difficulties in regard to exemptions based on end-use 
verification? Please give examples. 

9. (a) Do you think that the existing scheme of concession for rewarding higher 
production needs any modification? 

lb) Do you think linking the scheme to the level of utilisation of installed 
capacity would be more appropriate? If not, can you suggest a suitable alternative 
scheme? 

10. Do you have any suggestions for promoting the greater use of energy saving 
devices or non-conventional sources of energy through excise duty concessions? 

11. Do you think excise duty exemptions need to be given in the interest of 
environmental protection? If so, please give specific examples. 

12. Do you have any other suggestions in regard to excise duty exemptions? 
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PART-C 

ASSESSMENT PROCEDURES AND MACHINERY FOR RESOLVING DISPUTES 

1. Do you have any suggestions for simplification of the-existing assessment 
procedures under the Central Excise Law? 

2. Do you think the facility of invoice price assessment can be extended to more 
Tariff Items? If so, give details. 

3. Do you have any suggestions for simplifying the existing procedure under rule 
56-A ? 

4. What difficulties are being faced in the operation of rule 56-C ? If you think 
that the rule needs modification, would you suggest the lines on which such 
modification could be made? 

5. Do you think it will help to avoid assessment disputes if past assessments are 
not opened up and duty demands are not raised for past clearances, (except in 
cases of fraud, misdeclaration etc.) particularly where the duty has not been 
recovered at the time of sale to the consumers? Would you agree that there should 
be a bar on claim of refunds in case duties are already recovered from the 
consumers? 

6. Do. you find the existing machinery for settling disputes, in the form of 
Collector (Appeals) and the Tribunal, to be satisfactory? 


7. Do you think it will be in the interest of speedy settlement of disputes if - 

(a) the Special Benches of the Tribunal were set up on regional basis in 
important Centres all over the country; and 

(b) there is one Collector (Appeals) in every Collectorate? 

8. To avoid disputes in assessments would it help if the existing level of 
Assessing Officer, mainly in the rank of Assistant Collector, were upgraded 
suitably or do you think the same objective can be achieved by requiring the 
Collectors to take cognisance of cases of dispute when the assessee chooses to 
move the Collector for a revision of the decision given by an officer subordinate 
to him, particularly in cases of patent errors? 

9. Do you have suggestions on any other issues relating to assessment procedures 
and the machinery to resolve disputes? 
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PART-D 

MI SCELLANEOUS ISSUES 

1. (a) Do you have any suggestions regarding simplication of the existing 

system of statutory documentation under the Central Excise law, with 
particular reference to classification list, price list, R.G.l, Gate 
pass, Personal ledger account, RG. 23 and R.T. 12 return? 

(b) Do the small-scale manufacturers enjoying full duty exemption 
experience anv difficulty in maintaining the records prescribed for 
them? If so, would you suggest any changes in this regard? 

2. Do you have any suggestions for simplifying the provisions relating to bonds 
under the Central Excise law? 

3. Does the operation of the provisions relating to 'Time and manner of payment 
of duty 1 (viz. Rule 9) and the concept of removal for the purpose of charging 
duty (viz. Rule 49) cause any difficulties in respect of intermediate products 
used in further manufacture in the same factory (e.g. electric fans coming into 
existence in the course of manufacture of a desert cooler)? 

4. Do you think that the provisions relating to time limits for recovery of short 
levy, non-levy or refunds call for a change? Have you come acrose any instances 
of improper application of the extended time limit of 5 years ? 

5. A suggestion has been made that a provision for charging of interest on 
amounts due from the assessee as well as the Government, should be made as 
under the Income-tax law. What are your views in this regard? 

6. Presently, we have three systems of control, namely, the physical control, the 
production-based control and the record-based control. Do you think they require 
any change? 

7. In some countries there is a system of Advance Ruling on classification of 
goods under a Tariff head which has a binding effect on the assessee as well as 
the Government for a given period of time. Do you think such a system can be 
adopted in the Indian context? 

8. Uniformity in classification is sought to be achieved now through a system of 
Tariff Advices which are often based on decisions taken in Collectors' 
Conferences. Do you have any comments to offer on the working of this system? 

9. Can you suggest the lines on which a system of collection of data on incidence 
of excise duty for facilitating policy formulation can be evolved making use of the 
statutory documentation under the Central Excise law? 

10. What are your views on having a separate Central Excise Tariff Act in place 
of the present system of making the Tariff a part of the Central Excises and Salt 
Act, 1944? 

11. Do you find the present arrangements for Tax Payers' assistance adequate? If 
not, what are your suggestions to improve them? 
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12. Do you have any suggestions for special treatment of goods which are mainly 
exported or which are taken out for exhibition purposes? 

13. Do you consider it necessary to centralise the existing facilities for exports of 
excisable articles under bond for under claim for rebate with the Custom Houses 
through which such exports take place, in the interest of expeditious settlement 
of cases? Please indicate the difficulties which are now being experienced in the 
absence of such a centralisation. 

14. Would you advocate a computer back up for the Central Excise Department so 
that the all-India position in respect of assessment of goods can be ascertained 
quickly and the assessment practice in a Collectorate can fall in line with the all-India 
practice? For purposes of computerisation of data, would you agree to full 
disclosure of manufacturing process so that it can help in comparing classification 
of goods in different Collectorates ? 
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QUESTIONNAIRE 
PART - A 

Tariff and duty structure 

1. What are the deficiencies you have noticed in the present Central Excise Tariff 
in so far as it relates to the descriptions, groupings and definitions of various 
products? Please give specific examples. 

2. What are the difficulties you have experienced in classification matters as a 
result of interpretation of the various entries in the Central Excise Tariff? Please 
give examples and set out, in brief, the classification disputes, decisions on which 
are pending at various levels viz. the Division, the Collectorate, the Board, 
Collector (appeals) CEGAT, High Courts, Supreme Court. 

3. Would you suggest the adoption of a more detailed and comprehensive Tariff as 

an alternative to the present Central Excise Tariff? If so, whether the Tariff could 

be fully aligned with the Customs Tariff? If you anticipate any specific difficulties, 

please enumerate them. 

4. If you consider that full alignment with the Customs Tariff is not called for, 

would you suggest that alignment should be done in respect of only selected Tariff 
Items? What should be the criteria for selecting the Tariff Items for such 

alignment? Please give specific examples of commodities where such alignment is 
desirable and feasible? 

5. Do you think that the existing arrangement of having, in the Tariff, a list of 

specified Items as also a residuary Item to cover the remaining manufactured 

products should be continued? If so, would you suggest adoption of a 
comprehensive Tariff for the maior revenue Yielding commodities listed at the 
Annex, and consequent shifting of some of the low revenue yielding commodities to 
the residuary Tariff Item? 

6. Do you think the scope of the expression 'manufacture under the Central 
Excise law needs to be spelt out in more clear and specific terms? If so, could you 
suggest a suitable definition of 'manufacture' ? 

7. (a) Have you come across any instances, where despite substantia] value 
addition as a result of a process, the process is not regarded as amounting to 
"manufacture' 1 ? Please give specific examples (e.g. bus-body building, decoration 
of glassware, etc*). 

(b) What administrative difficulties do you anticipate on account of adoption of 
a concept wherein any process which makes an addition to the value of the goods 
under process is regarded as amounting to 'manufacture' for the purpose of the 
Central Excise law? 

8. The Customs Tariff and the Customs Cooperation Council Nomenclature contain 
'Interpretative Rules' which help in deciding classification of goods: 

(a) Would you suggest incorporation of similar rules for Central Excise 
purposes on the lines of the rules in the above mentioned nomenclatures. 
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(b) If not, what should be the principles which should form the basis for 
Interpretative Rules for Central Excise purposes? Or, alternatively, 
should the Common Trade Understanding test be followed in matters of 
interpretation? 

9. What are your suggestions for the principles of classification to be adopted in 
respect of - 

(i) Parts of Machinery/Appliances. 

(ii) Accessories of Machinery/Appliances. 

(iii) Composite articles which combine in themselves more than one 
commodity/product (e.g. Clock-Radio). 

(iv) Products cleared in SKD/CKD condition. 

(v) Intermediate products arising in the process of manufacture. 

(vi) Reconditioned goods. 

(vii) Turnkey projects. 

(viii) Waste, scrap and residues. 

10. Do you think that the classification and assessment problems can be reduced if 
the duty structure is modified in such a manner that the number of duty rates are 
reduced and the difference in duty rates on competing products are justified on 
sound economic considerations? 

11. In the recent past, the Tariff descriptions and groupings relating to:- 

(a) Petroleum products; 

(b) Artificial or synthetic resins and plastic materials; 

(c) Iron and steel products; and 

(d) Non-ferrous metals; 

were revised on the lines of the Customs Tariff. Have these changes resulted in 
reducing the areas of dispute? Have these brought about any anomalies? Please 
illustrate with specific examples. 

12. Do you have any other suggestions relating to the revision of the Central 
Excise Tariff? 
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PART - B 
Exemptions 

1. In respect to excise duty concessions given to the small scale sector, which are 
based on value of clearances ,- 

(a) What are the difficulties that you have come across in administering 
them? 

(b) Have the expressions used in the notifications such as 'by or on behalf 
of a manufacturer', ’capital investment made from time to time in plant 
and machinery installed in the industrial unit' or any other expression 
posed problems of interpretation? Please briefly explain the nature of the 
problems. 

(c) If you have come across cases of avoidance or evasion of duty by small 
scale units, please briefly explain the 'modus operandi' adopted. 

(d) Does the existing system of linking the exemption to the value of 
clearances in the preceding year call for a change? If so, what should 
be the alternative? 

(e) Does the evaluation of the capital investment in plant and machinery for 
allowing exemption pose any serious problems? 

2. A large number of small-scale units manufacture goods which are marketed by 
established Trading Houses, or big manufacturing units. 

(i) Please enumerate the commodities where such practice prevails. 

(ii) Have there been instances where the benefit of duty concessions was 
denied on account of such practice? Have any disputes arisen in Courts 
or any other forum on this issue? Please briefly state the contentions of 
the Department and the manufacturer. 

(iii) Do you think the present wordings of the notifications should be made 
more clear/specific? If so, what modifications in the existing notification 
would you suggest? Do you think the scheme of exemption under 
notification No. 148/82, dated 22.4.1982 in respect of aerated waters takes 
care of this aspect? 

3. Which of the schemes of small scale exemption now available under notification 
No.83/83 dated 1,3.1983 (as amended) applicable to 67 commodities and notifications 
Nos. 64/83 and 65/83 both dated 1.3.1983 relating to refrigerating and 
air-conditioning appliances etc.- would you advocate on grounds of easy 
enforcement and less chance of evasion? 

4. (a) What difficulties have you faced in implementing the separate exemptions 
available for non-power operated units or for those units outside the purview of 
the Factories Act, 1948? 

(b) What are the different modes of avoidance or evasion adopted by 
manufacturers availing of the above exemptions? 
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(c) Would you advocate abolition of such exemptions, at least, in respect of 
commodities where value based exemptions for small scale units are available? If 
you feel exceptions could be made, could you list out the commodities where you 
would prefer continuance of such exemptions? 

5. There are some notifications under which the benefit of exemption is availabe 
provided the input is duty paid. What difficulties are being faced by the 
manufacturers in producing proof of payment of duty in relation to such 
notifications? Do you think it would be better to treat all inputs available in the 
market as duty paid as has been done in the case of certain commodities used as 
inputs? Do you think such an arrangement will, in any way, create conflict with 
the provisions of rule 56A so far these respective commodities are concerned (since 
rule 56A facility is also available in respect of these commodities) ? 

6. (a) Do you think the benefit of rule 56A should be extended to a larger number 
of commodities? If so, please specify the commodities giving reasons for extending 
such relief. 

(b) Would it create any administrative difficulties in the case of exempted 
goods if credit is allowed on a notional basis? 

(c) Under the existing instructions the amount of proforma credit allowed 
should be varied wherever any refund of duty is allowed in respect of the duty 
paid inputs. Is the procedure prescribed in this connection being strictly followed 
and is it working satisfactorily? 

7. Do you think there are commodities in respect of which the proforma credit 
scheme can be replaced by an arrangement under which the rates of duty on 
finished products can be suitably reduced? Do you think such a scheme will have 
any adverse effect on any sectors of those industries? 

8. Do you think it is feasible to transfer the input duty incidence on certain 
commodities to the finished products, in the interest of administrative convenience? 
Please name the commodities. Do you think such transfer is possible in the case of 
iron and steel products 

9. Do you think some of the end-use-based notifications can be conveniently 
replaced by straight exemptions on the ground that chances of alternative uses of 
the raw materials are rather remote in such cases? Please give examples of such 
notifications. 

10. Are there cases where the benefit of notification No.201/79 has been denied in 
respect of certain inputs on very fine technical grounds that they are not 'used' 
as 'raw materials'? Please give examples of such cases stating whether the benefit 
of the relief should not be allowed'through specific notifications in these cases. 

11. Are there commodities in respect of which the input duty being mostly offset 
through grant of proforma credit/set off? Please give examples of such 
commodities, also indicate whether withdrawal of duty on such commodities should 
not be considered. 

12. Do you think there are notifications which should be withdrawn or modified on 
any of the following or any other grounds:- 



205 


(i) it is difficult to administer the notification; 

(ii) the revenue implication is very small and therefore, the assessees could 
bear the duty burden; and 

(iii) the reasons for which the notification was issued no longer exist? 

If so, please furnish information about each such notification. 

13. Do you have any other suggestions relating to exemptions from excise duty? 
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PART - C 


Assessment procedures and machinery for resolving disputes 

1. Do you have any suggestions for simplification of the existing assessment 

procedures under the Central Excise Law? 

2. Do you think the existing system of checks on assessments exercised by 

Assistant Collectors/Superintendents/Inspectors is adequate? Would you suggest 
direct involvement by the Collector/Additional Collector over assessment work 
including approval of classification and assessable values? 

3. Do you think there is a case for prescribing a more simplified assessment 

procedure in respect of Government Departments and public sector undertakings ? 
Please give your considered views, also indicating the level of compliance by 

Government Departments and public se'ctor undertakings at present. 

4. In the interest of a computerised scrutiny of classification, would you 
recommend centralisation of classification work in the Collectorate Headquarters ? 

5. Do you think the facility of invoice price assessment can be extended to more 
Tariff Items ? If so, give details.' 

6. Do you have any suggestions for simplifying the existing procedure under rule 
56A ? 

7. What difficulties are being faced in the operation of rule 56C ? If you think 
that the rule needs modification, would you suggest the lines on which such 
modification could be made ? 

8. There is a general plea for revival of assessment as 'job charges' where goods 
are manufactured on 'job work' basis (i.e. on the lines of notification No. 119/75 
dated 1.3. 1975 since rescinded): 

(a) Do you think the revival of such a dispensation is warranted ? 

(b) Did you face any problems in implementing the provisions of notification 
No. 119/75 ? If so, please give details. 

(c) Do you have any suggestions as to excluding certain types of processes 
from the purview of such a notification ? 

9. Do you think it will help to avoid assessment disputes if past assessments are 
not opened up and duty demands are not raised for past clearances, (except in 
cases of fraud, misdeclaration etc.) particularly where the duty has not been 
recovered at the time of sale to the consumers ? Would you agree that there should 
be a bar on claim of refunds, in case duties are already recovered from the 
consumers ? 

10. Do you have any observations to make on the existing arrangements for 
settling disputes through appeals to Collector (Appeals) and the Tribunal ? If you 
think any amendments are called for in the 'Appeal' provisions under Central 
Excise Law, please set out your suggestions in brief. 

11. Do you have suggestions on any other issues relating to assessment procedures 
and the machinery to resolve disputes ? 
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PART - D 

Miscellaneous issues 

1. (a) Do you have any suggestions regarding simplification of the existing system 
of statutory documentation under the Central Excise law, with particular reference 
to classification list, price list, R.G.l, Gate pass. Personal ledger account, RG.23 
and RT.12 return ? If you think that these records/returns are difficult in some 
respects, could you suggest suitable modifications ? 

(b) Do the small-scale manufacturers enjoying full duty exemption experience 
any difficulty in maintaining the records prescribed for them ? If so, would you 
suggest any changes in this regard ? 

2. Do you have any suggestions for simplifying the provisions relating to bonds 
under the Central Excise law ? 

3. Has the operation of the provisions relating to "Time and manner of payment of 
duty’ (viz. rule 9) and the concept of removal for the purpose of charging duty 
(viz. rule 49) resulted in assessment problems in respect of intermediate products 
used in further manufacture in the same factory (e.g. electric fans coming into 
existence in the course of manufacture of a desert cooler) with particular reference 
to quantification and valuation of intermediate products ? 

4. Do you think that the provisions relating to time limits for recovery of short 
levy, non-levy or refunds call for a change ? Have you come across any instances 
of improper application of the extended time limit of 5 years ? 

5. Presently, we have three systems of control, namely, the physical control, the 
production-based control and the record-based control. Do you think they require 
any change? 

6. In some countries there is a system of 'Advance ruling' on classification of 
goods under a Tariff head which has a binding effect on the assessee as well as 
the Government for a given period of time. Do you think such a system can be 
adopted in the Indian context ? 

7. Uniformity in classification is sought to be achieved now through a system of 
Tariff Advices > which are often based on decisions taken in Collector's 
Conferences. Do you have any comments to offer on the working of this system ? 

8. Can you suggest the lines on which a system of collection of data on incidence 
of excise duty for facilitating policy formulation can be evolved making’use of the 
statutory documentation under the Central Excise law ? 

9. What are your views on having a separate Central Excise Tariff Act in place of 
the present system of making the Tariff a part of the Central Excises and Salt 
Act. 1944 ? 

10. Do you have any suggestions for special treatment of goods which are mainly 
exported or which are taken out for exhibition purposes ? 

11. Do you consider it necessary to centralise the existing facilities for exports 
of excisable articles under bond or under claim for rebate with the Custom Houses 
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through which such exports take place, in the interest of expeditious settlement of 
cases ? Please indicate the difficulties which are now being experienced in the 
absence of such a centralisation. 

12. What are your suggestions for improving the administrative arrangements, 
including facilities for the staff in discharge of their duties, for maximising 
revenue and for better enforcement of the law ? 

13. What is the present arrangement to monitor finalisation of assessments ? How is 
finalisation of demand notices issued by the range staff watched ? Would you 
suggest empowering the Collector to review the demand notices issued by the lower 
formations on a suo moto basis so that a demand issued on incorrect appreciation 
of facts and law can be withdrawn quickly ? 

14. Do you have suggestions for making the internal audit set-up within the 
Department more effective? 

15. (a) What are your impressions about the nature of objections raised by the 
Receipt Audit ? 

(b) What is the present arrangement for following up audit objections raised 
by Receipt Audit ? 

(c) Is it a fact that some of the unconfirmed demands remain undecided for want 
of final closure ot the objections by the Audit (where such demands have been 
raised at the instance of Audit) ? 

(d) What steps would you recommend to reduce the scriptory work generated 
by Audit by way of raising demands, protracted correspondence etc. ? 

16. What are your suggestions for making the excise duty mechanism a tool for 
increasing capacity utilisation, employment, and for effective use of scarce 
resources ? 

17. Do you think the present arrangements for Tax Payers' assistance adequate ? 
If not, what are your suggestions to improve them ? 

18. What steps would you suggest to project a better image of the Department? 

19. Do you have any suggestions for improving the quality of administration 
through better training ? 
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Appendix P-4 


LIST OF TRADE ASSOCIATIONS/PARTIES WHO HAVE RESPONDED 
TO THE QUESTIONNAIRE. _ 

S.No. Name of Association/Party. 


1. Industries Association(Regd.)* Jagadhri. 

2. M/s. Duncans Agro Industries Ltd.,Calcutta. 

3. M/s Sri RaaadaSMotor Transport Ltd., 
Kakinada. 

4. Tirunelveli District Beedi Manufacturers 
Association, Tirunelveli. 

5. All India Steel Re-roller's Association, 
New Delhi. 

6. Shri Sudhir Bhattacharya, M.A. PHD, 
Calcutta. 

7. M/s. Shri Ram Rayons, Kota. 

8. M/s Wood Papers Ltd., Bilimora. 

9. M/s. Genest Engineers Pvt. Ltd., 

Ahmedabad. 

10. M/s. The Ganganagar Sugar Mills Ltd., 

Sri Ganga Nagar. 

a 

11. M/s. Ideal Engineers Hydej/bad Pvt. Ltd., 
Hyderabad. 

12. The Indian Playing Cards Manufacturers' 
Association Ltd.', Bombay. 

13. M/s. Wear-well Tyre & Tube Industries 
Pvt. Ltd., Bhopal. 

14. M/s. Mahavir Metal Mfg. Co., Faina 
(W.Rly.), Rajasthan. 

15. Luminaire Manufacturers Association of 
India, New Delhi. 

16. Periyar Mavatta Cheroot Urpaththiyalar 
Sangam, Erode. 

17. M/s. Weston Electroniks Ltd.,New Delhi. 

18. New Mangalore Small Scale Industries 
Association, Mangalore. 
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SI.No. 

Name of Association/Party 

19. 

M/s. Elico Pvt. Ltd., Hyderabad. 

20. 

Ahmedabad Textile Mills' Association, 
Ahmedabad. 

21. 

22. 

23. 

M/s. Ranbaxy Laboratories Ltd.,New Delhi. 
M/s. Mahindra & Mahindra Ltd., Bombay. 
M/s. Vikas Industrial Gases Ltd., 
Mirzapur. 

24. 

Association of Indian Engg. Industry, 

New Delhi. 

25. 

M/s. Usha Martin Industries Ltd., 

Calcutta. 

26. 

Kanara Chamber of Commerce & Industry, 
Mangalore. 

27. 

M/s. Konoria Chemicals & Industries Ltd., 
Mirzapur. 

28. 

The Bombay Mill Owners' Association, 
Bombay. 

29. 

M/s. Hindustan Antibiotics Ltd., Pune. 

30. 

M/s. Veena Diecasters and Engineers Pvt. 
Ltd., Bombay. 

31. 

Sh. K.C. Devarajan, l/4, Sivankoil North 
Street, Tirunelveli. 

32. 

Upper India Chamber of Commerce, Kanpur. 

33. 

Federation of Indian Mineral Industries, 
New Delhi. 

34. 

Ambattur Industrial Estate Manufacturers' 
Association, Madras. 

35. 

Southern Zone Small Scale Cosmetics 
Manufacturers' Association, Madras. 

36. 

Refrigeration & Air-Conditioning Traders 
Association, South India. 

37. 

Lucas - TVS Ltd., Madras. 

38. 

The Bombay Master Printers Association, 
Bombay. 

39. 

M/s. Tata Chemicals Ltd., Bombay. 

40. 

M/s. Indian aluminium Co. Ltd. Calcutta. 

41. 

M/s. The Indo-.sahi Class Co.Lto .,Calcutta 
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42 . 

43 . 

44 . 
43 . 

46. 

47. 

48. 

49. 

50. 

51. 

52. 

53. 

54. 

55. 

56. 

57. 

58. 

59. 
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Name of Association/Partv 


M/s. Ghougule Induge Pvt. Ltd., Bombay. 

Ii/s. Bright Engineers Enterprises (?) 
Ltd., Calcutta. 


All India Snuff Manufacturers Association, 
New Delhi. 


Bilimora Chamber of Commerce & Industries, 
Bilimora. 


Sh. P.H. Bhutaaa, R.A.C. Member, Central 
Excise, Aurangabad. 

Federation of Small & Medium Industries, 
West Bengal, Calcutta. 

M/s. Hindustan Cocoa Products Ltd., 

Bombay. 

M/s. Sunil Industries, Calcutta. 

Association of Indian Engg. Industry 
(Western Region), Bombay. 

Bombay Chamber of Commerce & Industry, 
Bombay. 

M/s. Orissa Cement Ltd., Rajgangpur(Orissa). 

Small Scale 3earing Mfrs. Association, 
Goraya. 

M/s. Rapsri Engg. Industries Pvt. Ltd., 
Jayanagar, Bangalore. 

M/s Modipon Ltd., Modinagar. 

Mahakoshal Chamber of Commerce & Industry, 
Jabalpuro 

Sh. Anop Chand M. Shah, Nutan Nagar Society, 
Kavivar Tagor Road, Surendranagar. 

M/s. Farmson Pharmaceutical Gujarat Pvt. 

Ltd., Vadodara. 

M/s Tungabhadra Machinery & Tools Ltd., 
Kurnool. 
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Apparel Export Promotion Council, 

New Delhi. 
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SI.No. 

Name of Association/Party 

61 . 

Himadri Electricals Pvt. Ltd., 

Calcutta. 

62. 

M/s. Bajaj Tempo Ltd., Pune. 

63. 

Automotive Component Mfrs. Assn. 

Ltd., Bombay. 

64. 

M/s. Jammu & Kashmir Cements Ltd., 
Srinagar. 

65. 

All India Small Drug Mfrs, Association, 
Bombay. 

66. 

Shri Bhabagrahi Dass, Plot No.3742, 
Sriramnagar, Bhubaneswar. 

67. 

Tax Friends, Shanta Society, 

Bombay. 

68. 

Shree Rayalaseema Paper Mills Ltd., 
Kurnool. 

69. 

Pimpri Chinchwad Mfrs. Assn., Pune. 

70. 

Textile Machinery Mfrs. Association, 
Bombay. 

71. 

Span Diagnostics Pvt. Ltd., Udhna. 

72. 

Association of Industries, Madhya 
Pradesh Industrial Estate, Indore. 

73. 

M/s. Bharat Heavy Electricals Ltd., 
Jhansi. 

74. 

M/s. D.S.V. Chemicals Pvt. Ltd., 

Bombay. 

75. 

M/s. Chimandas Ashok Kumar Engg. Works, 
Jalgaon. 

76. 

Ludhiana Nut Bolt Manufacturers Asso¬ 
ciation (Regd.), Ludhiana. 

77. 

The Surat Art Silk Cloth Manufacturers 
Association, Surat. 

CO 

o- 

Federation of M.P, Chambers of Commerce 
& Industry, Bhopal. 
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SI.No, Name of Association/Party 

79. M/s. Standard Motor Products of 
India Ltd. & 

M/s. Tube Investments of India 
Ltd., Madras. 

80. M/s. Hindustan Motors Ltd., 

Tamilnadu. 

81. M/s. Gits Food Products (India), 

Gits House, Pune. 

82. M/s. Straw Products Ltd,, 

New Delhi. 

83. Oil Industry Import & Export 
Committee, Bombay. 

84. . The Madura-Ramnad Chamber of 

Commerce, Maduri. 

85. The All India Chamber of Match 
Industries, Sivakasi. 

86. The Metal Powder Company Ltd., 

Maravankulam, Pudunagar, District 
Madauri. 

87. Association of Merchants & Manu¬ 
facturers of Textile & Machinery 
(India), Bombay. 

88. M/s. Himalaya Containers & Cartons 
Pvt. Ltd., Bangalore. 

89. West Ramanathapuram Small Scale Indus¬ 
tries Association, Virudhunagar. 

90. Nasik Industries & Manufacturers 
Association, Nasik. 

91. Mysore Small Industries Association, 
Mysore. 

92. Indian Telephone Industries Ltd., 
Bangalore. 

93. The Periyar District Small Scale 
Industries Association, Erode. 

94. Tea Exporters Association, 

Calcutta. 
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SI.No. 
95 c 

96. 

97c 

93 c 

99. 

100 . 
101 . 

102 o 

103o 

104. 

105. 

106 . 
107o 
108. 

109. 

110 . 

111. 

112 . 

113 . 


Name of Assoclatlon/Party 

M/s Tripty Drinks Pvt. Ltd., 

Jagatpur, Cuttack. 

M/s Indian Foils Ltd., Calcutta. 

Ankleshwar Industries Association, 
Ankleshwar. 

Maharashtra Chamber of Commerce, 

Bombayo 

All India Manufacturers Organisation 
(U.P. State Board), Ghaziabad. 

M/s Hico Products Ltd., Bombay. 

M/s Bharat Heavy Electricals Ltd., 
Bangalore. 

M/s Walchand Nagar Industries Ltd., 
Walchand Nagar. 

The All India Manufacturers Organisation, 
Assam State Board, Tinsukia. 

Assam Plywood Manufacturers Association, 
Tinsukia. 

Mahratta Chamber of Commerce & 

Industries, Pune. 

Federation of Indian Art Silk 
Weaving Industry, Bombay. 

Pandian Chemicals Ltd., 

Madurai. 

Association for Industrial Development, 
Virudhu Nagar. 

Bangalore Industrial Estate 
Manufacturers Association(Regd.), 
Bangalore. 

Thane Manufacturers Association, 

Thane. 

M/s Jyoti Ltd., Vadodara. 

Bengal National Chamber of Commerce 
& Industry, Calcutta. 

Laminated Packaging Manufacturers 
Association, Madras. 
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ol #NO e 

Name of ^ssociation/Party 

114. 

I./s Thermax Pvt.Ltd., Chinchwad, 

Pune. 

115. 

Shri Kulvinder Singh, Advocate, 
Ludhiana. 

116. 

M/s Star Paper Mills Ltd., 

Saharanpur 0 

117. 

Indian Paper Mills Association, 
Calcutta. 

118. 

M/s The Jay Engg. Works Ltd., 

New Delhi. 

119. 

M/s Tarilnadu Asbestos, Tamilnad 
Cements, Ramanathapuram Distt. 

120. 

All India Crimpers Association, 
Bombay. 

121. 

M/s Pradip Lamp Works, Patna. 

122. 

Andra Chamber of Commerce, 

Madras. 

123. 

Shri K.Natarajan, Member, RAC 

C/o Indian Woods & Mouldings 

Pvt. Ltd., Dharwad. 

124 0 

Plywood Manufacturers Association 
of West Bengal, Calcutta. 

125. 

Steel Re-rollers Association of 
Maharashtra, Bombay. 

126. 

Silk and Art Silk Mills Association, 
Bombay. 

127. 

M/s Sriram Referigeration Industries 
Ltd., New Delhi. 

128. 

M/s Hindustan Fertilizer Corpn. 

Ltd., Barauni Unit, Barauni. 

129. 

M/s The Enfield India Ltd,, 
Anaikaraipatti Division, Singampunari 
Ramnad Distt. 

130. 

The Associated Chambers of Commerce 
& Industry of India, New Delhi. 

131. 

M/s Hyderabad Asbestos Cement 


Products Ltd., Faridabad. 
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132. 

133. 

134. 

135. 

136. 

137. 

138. 

139. 

140. 

141. 

142. 

143. 

144. 

145. 

146. 

147. 

148. 

149. 

150. 


Name of Association/Party 

The Textile Manufacturers Associtation, 
Amritsar. 

M/s Mukand Iron & Steel Works Ltd., 

Bombay. 

Jodhpur Industries Association, 

Jodhpur. 

Rajkot Engg. Association, 

Rajkot. 

M/s Bengal Water Proof Ltd., 

S.M.Bose Road, Panihati, 24-Parganas. 

Association of Man-Made Fibre Industry, 
Bombay. 

Shri Dev Raj Anand, M/s Lai Chand 
Anand & Sons, Ghaziabad. 

The Indian Drug Manufacturers Association, 
Bombay. 

M/s Jayshree Chemicals Ltd., 

P.0. Jayshree Distt.GanJam(Orissa). 

M/s The Indian Plywood Manufacturing 
Co. Ltd., Dandeli. 

The Indian Paint Association, 

Calcutta. 

All India Reinforced Plastic 
Moulders' Association, Bombay. 

Indian Soap & Toiletries Makers' 
Association, Bombay. 

Indian Zinc and Lead Oxides 
Manufacturers Association, Calcutta. 

All India Manufacturers Organization, 
Bombay. 

M/s Somany Pilkington's Ltd., 

Kassar 124507 Distt. Rohtak. 

Kalyan Ambarnath Manufacturers 
Association, Kalyan. 

Shri D.N. Kohli, 68, Paschimi Marg, 

Vasant Vihar, New Delhi, 

Coastal Gases & Chemicals Pvt, Ltd., 
Bangalore, 
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SI.No. 

Name of Association/Partv 

151. 

M/s The Dhampur Sugar Mills Ltd., 

Dhampur Distt, Bijnoor. 

152. 

Orissa Small Scale Industries 

Association, Cuttack. 

153o 

M/s The Mysore Kirloskar Ltd., 

Yantrapur P.0. Harihar, 

154. 

M/s Kanara Multi-Products Pvt. Ltd., 
Mangalore. 

155. 

Chitradurga District Small Scale 
Industries Association, Davangere. 

156. 

M/s The West Coast Paper Mills Ltd,, 
Dandeli. 

157. 

M/s Elmeca Works, Dharwar. 

158. 

M/s Lokapur Cements Pvt. Ltd., 

Lokapur. 

159. 

Bijapur District Chamber of 

Commerce & Industries Association, 
Bijapur. 

160. 

The Institute of Cost & Works 

Accountants of India, Calcutta. 

161. 

Shri R.K.Habbu, Advocate, Prakash 

Power Laundry Building, Dadar (West), 
Bombay. 

162. 

All India Manufacturers Organisation, 

West Bengal State Board, Calcutta. 

163. 

Vadodara Chamber of Commerce & Industries 
Vadodara. 

164. 

Association of Synthetic Fibre Industry, 
Bombay. 

165. 

M/s Mechno-Plast, Heera Compound, 

Chembur, Bombay. 

166. 

M/s Pond’s (India) Ltd.-, Madras. 

167. 

The Chember of Commerce (Regd.), 
Vizianagaram (A.P.). 

168. 

Karnatak Chember of Commerce & Industi’y, 


Hubli. 
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169. 

170 . 

171. 

172. 

173. 

174. 

175. 

176. 

177. 

178 . 

179. 

180. 

181. 

182. 

183. 

184. 

185. 

186. 


Name of Association/Party 

M/s Arun Chemicals & Dyes, New 
Okhla Indl. Complex, New ^elhi. 

The All India Glass Manufacturers 
Federation, New Delhi. 

F deration of Indian Export Organisation, 
I HD House, New Delhi. 

Federation of Corrugated Box 
Manufacturers of India, Bombay. 

Indian Laminate Manufacturers 
Association, Bombay. 

M/s Relco Pvt. Ltd., Chavadi 
P.0. Salem. 

India Capacitors Ltd., Calcutta. 

Gujarat Ship Breakers Association, 

Bhav Nagar. 

The Indian Cotton Mills' Federation, 
Textile Centre, Bombay. 

Chotanagpur Small Scale Industries 
Association, Ranchi• 

Deccan Manufacturers Association, 

Sangli. 

Sh. Natvar R.Patel, Spl.Executive 
Magistrate, Vile Parle (West), 

Bombay. 

The Institute of Company Secretaries of 
India, Lodi Road, New Delhi. 

Bihar State Silicate Manufacturers 
Association, Ranchi. 

Shri I.B.Thimmayya, Retired Supdt. 

Of Central Excise & Customs, 

Yantrapur P.O.Harihar. 

The Bengal Chamber of Commerce & 

Industry, Calcutta. 

The Cochin Chamber of Commerce & 

Industry, Cochin. 

Steel Furnace Association of India, 
Gujarat C/o M/s Panchmalal Steel Ltd., 
Baroda. 
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SI.No. 

187 . 

188 . 

189 . 

190 . 

191 . 

192 . 

193 . 

194 . 

195 . 

196 . 

197 . 

198 . 

199 . 

200 . 
201 . 
202 . 

203 . 

204 . 

205. 


Name of Association/Party 

M/s Kirloskar Oil Engines Ltd., 

Pune. 

Hindustan Chamber of Commerce, 

Madras. 

PHD Chamber of Commerce & Industry, 
New Delhi. 

The Madhya Pradesh Textile Mills 
Association, Indore. 

Federation of Aluminium Untensil 
Manufacturers Association of India, 
Madras. 

M/s Synthetic Foams Ltd., New Delhi. 

Merchants* Chamber of Commerce, 
Calcutta. 

The Film Producers Guild of Indie 
Ltd., Bombay. 

Indian Electrical Manufacturers 
Association, Bombay. 

Bharat Merchants Chamber C/o M/s 
Joharimal Ramlal, Kalba Devi Road, 
Bombay. 

Maharashtra Rajya Sahakari Sakhar 
Karkhana Sangh Ltd., Bombay. 

Federation of Indian Plywood & 

Panel Industry, New Delhi. 

M/s Indian Oil Corporation Ltd., 

New Delhi. 

Indian Merchants’ Chamber, 

Bombay. 

Federation of Indian Chamber of 
Commerce & Industry, New Delhi. 

411 India Coach Builders Association, 
Lai Bahadur Shastri Marg, Bhandup, 
Bombay, 

National Textile Corporation, 
Coimbatore. 

M/s Vikrant Tyres Ltd., Mysore. 

M/s Klas Engg. Pvt. Ltd., Bangalore. 
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Sl.i'.o. 
206 . 

207. 

208 o 

209. 

210 . 
211 . 
212 . 
213c 

214. 

215. 

216 . 

217. 

218. 

219. 

220 . 

221 . 

222 , 

223 . 


Name of .ssoci ation/Party 

M/s The Lagan Jute Machinery Co. Ltd., 
Calcutta. 

Shri A.J.Assar, Krishna Kunj, M.G.Road, 
Ghatkopar, Bombay. 

M/s Instrumentation Ltd., Kota. 

M/s Bharat Electronics Ltd., Jalahalli, 
Bangalore. 

The Deccan Sugar Factories Association, 
Bombay. 

Marwar Chamber of Commerce & Industry, 
Jodhpur. 

Indian Chamber of Commerce, 

Calcutta. 

The South Indian Sugar Mills Association, 
(Tamil Nadu Branch), Madras. 

All India Small Scale Paint & Allied 
Industries Association, Bombay. 

Bharat Chamber of Commerce, 

28, Hemanta Basu Sarani, 

Calcutta. 

KEC International Ltd., Ballard Estate, 
Bombay. 

Gujarat State Plastic Manufacturers 
Association, Ahmedabad. 

The Southern India Mills Association, 
Coimbatore. 

Sri Moppillai Vinayagar Mosic and 
Marbles, Madurai. 

Quilon District Cottage Match 
Manufacturers Welfare Society, 

Quilon. 

M/s Indian Foods Pvt Ltd., Madurai, 

Tamilnadu Tobacco Cheroot Traders’ 
Association, Tiruchy. 

Tamilnadu Tiny Industries Association, 

C/o Altech Industries. Palayam Road, 
Ganapathy P.0. Coimbatore. 



SI. No, 

224. 

225. 

226 . 

227. 

228. 

229. 

230. 

231. 

232 . 

233. 

234. 

235. 

236. 

237 . 

238 . 

239 . 

240 . 


Name of Association/Party 

The Coimbatore District Small 
Scale Industries Association, 
Coimbatore. 

English Indian Clays Ltd., 

Veli, Trivandum. 

Industrial Chemicals and Monomers Ltd., 
Shankar Nagar, Tirvelveli Distt., 
Tdmilnadu. 

All India Small Scale Polyurethane Foam 
Manufacturers Association, Hyderabad. 

M/s Roc Pharmaceuticals, Near Broadway 
Shopping Centre, Khodadad Circle, 

Bombayo 

M/s Hindustan Safety Glass Works Ltd., 
Calcutta. 

Tea Trading Corporation of India Ltd., 
Calcutta. 

The Tamilnadu Fire-Works & Amorces 
Manufacturers Association, 

Sivakasi. 

Indian Plastics Federation, Calcutta. 

Amco Batteries Ltd., Bangalore. 

All India Manufacturers Organisation, 
Jhandewalan Extension, 

New Delhi. 

M/s Nissan Electronics Pvt. Ltd., 
Kalbadevi, Bombay. 

M/s Kaycee Electricals, 
Shahdara-Delhi-32. 

Assam Manufacturers Association, 
Gauhati. 

M/s Punalur Paper Mills Ltd., 

Punalur. 

The Madras Printers & Lithographers 
Association, Madras. 

M/s Deepak Insulated Corporation Ltd., 
Mysore. 
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SI. NO. 

241. 

242. 

243. 

244. 

245. 

246. 

247. 

248. 

249. 

250 . 
251 o 

252. 

253. 

254. 

255. 

256. 

257. 


Name of Association/Party 

All India Aluminium Extrusion 
Manufacturers Association, 

Bombay. 

M/s Excel Glass Fibre Industries 
Pvt. Ltd., Madras. 

M/s The Travan Core Electro 
Chemical Industries Ltd., 

Kottayam (Kerala). 

Shri Amba Lai F.Patel, Advocate, 

Below Police Gate, Near Hajira Menek Chowk, 
Ahmedabad• 

The Gujarat Dyestuffs Manufacturers 
Association, Ahmedabad. 

Indian Pump Manufacturers Association, 
Southern Region C/o M/s Texmo Industries, 
Coimbatore. 

M/s Jothi Engg. Works, Madurai. 

Delhi Process Engravers & Graphic 
Arts Association, New Delhi, 

M/s J.B. Mody Chemicals & Pharmaceuticals 
Ltd., Bombay. 

M/s Widia (India) Ltd., Bangalore. 

M/s Indian Petrochemicals Corporation Ltd., 
Baroda. 

M/s Hindustan Photo Films Manufacturing 
Co. Ltd., Ootacamund. 

M/s Bridge and Roof Co. (India) Ltd., 
Howrah, 

The Bombay Screen Printers & Processors 
Association, Bombay. 

M/s Arora Matthey Ltd., Calcutta. 

M/s Madras Fertilizers Ltd., 

Madras. 

M/s Shalimar Group Pvt. Ltd., 

Calcutta. 



SI.No. 
258 . 

259. 

260 . 

261. 
262. 


Name of Assoclatlon/Partv 

M/s The Carbon-dioxide Manufacturers 
Association of South India, 

Madras. 

All India Pottery Manufacturers 1 
Association, Calcutta. 

The All India Plastics Manufacturers* 
Association, Bombay. 

M/s Parle Beverages Pvt. Ltd., 

Bombay. 

Gwalior Industries & Commerce Chamber, 
Gwalior. 


*-***■ 
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Appendix - P.4 


List of Departmental Officers who have 
responded to the Questionnaire. 


From whom received 

Assistant Collector(Audit), 

Central Excise, Hyderabad. 

Assistant Collector, 

Central Excise, Kurnool Division, 
Kumool. 

Sr. Superintendent, 

Central Excise, Public Bonded Warehouse, 
Hyderabad-1. 

Assistant Collector, 

Central Excise, Nizamabad Division, 
Nizamabad. 

Assistant Collector(Legal), 

Collectorate of Central Excise, 
Hyderabad. 

Deputy Collector(Tech.), 

Collectorate of Central Excise, 
Coimbatore. 

Deputy Collector(Audit), 

Central Excise, 

Madras. 

Assistant Collector, 

Central Excise Division II, 

Hyderabad. 

Assistant Collector, 

Central Excise Division III, 

Hyderabad. 

Assistant Collector, 

Customs & Central Excise, 

Amritsar. 

Assistant Collector, 

Central Excise, 

Rajkot. 

Assistant Collector, 

Central Excise & Customs, 

Aurangabad. 

Assistant Collector, 

Customs & Central Excise, 

Jorhat. 

Assistant Collector, 

Central Excise, 

Jamshedpur. 
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Sl.No . 

15. 

16. 

17. 

18. 

19. 

20 . 

21 . 

22 . 

23. 

24. 

25. 

26 . 

27. 

28. 

29 . 


From whom received 


Assistant Collector, 

Customs & Central Excise, 
Tinsukia. 

Assistant Collector, 

Central Excise & Customs, 
Davanagere Division, 

Karnataka, 

Assistant Collector(Valuation), 
Customs & Central Excise, 
Rajkot. 

Sr. Superintendent(C&V), 

Central Excise Hqrs. Office, 
Belgam. 

Assistant Collector, 

Central Excise Division, 
Sriganganagar„ 

Assistant Collector, 

Central Excise Division, 

Mirzapur. 

Collector, 

Central Excise, 

Pune. 

Superintendent (Tech), 

Central Excise Collectorate, 
Coimbatore. 

Assistant Collector(Audit), 
Central Excise Collectorate, 
Coimbatore. 

Superintendent, 

Central Excise, 1-E Range, 
Coimbatore-I Division, 
Coimbatore. 

Deputy Collector(Tech), 

Customs & Central Excise, 
Kanpur. 

Superintendent, 

Central Excise, Range I-D, 
Coimbatore I Division, 
Coimbatore. 

Assistant Collector, 

Central Excise, 

Gulbarga. 

Assistant Collector(Tech), 
Customs & Central Excise, 
Shillong. 

Superintendent (Valuation), 
Central Excise, Hqrs. Office, 
Tiruchirapalli. 



From whom received 


Superintendent , 

Central Excise, Range 1A, 

Coimbatore I Division, 

Coimbatore, 

Assistant Collector(Audit), 

Customs & Central Excise, 

Bhubaneswar, 

Assistant Collector, 

Central Excise Customs, 

Sambalpur Division, 

Sambalpur, 

Sr, Superintendent, 

Customs & Central Excise, 

Bhavnagar, 

Assistant Collector, 

Customs & Central Excise, 

Bhavnagar, 

Superintendent, 

Central Excise Range II 'C’, 

Coimbatore II bivision, 

Coimbatore, 

Superintendent, 

Central Excise, Range *3*, 

Coimbatore II Division, 

Coimbatore. 

Assistant Collector, 

Central Excise, Madras II Division, 
Madras• 

Assistant Collector, 

Central Excise, 

Warangal. 

Assistant Collector, 

Central Excise Division I, 

Hyderabad, 

Additional Collector, 

Customs & Central Excise, 

Kanpur. 

Deputy Director, 

Directorate of Organisation & Management 
Services, Customs and Central Excise, 

New Delhi, 

Collector of Central Excise, 

Bo lpur. 

Collector, 

Customs & Central Excise, 

Rajkot. 

Assistant Collector, 

Central Excise Division VI and VII, 
Bombay II Collectorate, 

Bombay. 



From whom received 


Assistant Collector, 

Customs & Central Excise, 

Agartala. 

Assistant Collector, 

Central Excise, 

Chanbad. 

Divisional Forest Officer, 

Integrated Unit, 

Ballarshah. 

Superintendent, 

Central Excise Hange I-B, 

Coimbatore I Division, 

Coimbatore, 

Assistant Collector, 

Central Excise, Rajapalayam Division, 
ria Japalayam, 

Assistant Collector, 

Customs & Central Excise, 

Tejpur. 

Assistant Collector, 

Central Excise Division, 

Srinagar, 

Deputy Collector, 

Central Excise, 

Hyderabad, 

Shri, P.C. Jain, O.S.D., 

(Central Excise Bill), Ministry of Finance, 
Department of Revenue, 

New Delhi, 

Superintendent, 

Customs & Central Excise, 

Jalna Range, 

Jalna. 

Sr, Superintendent(Tech,), 

Central Excise Division, 

Gorakhpur, 

Assistant Collector, 

Central Excise Division, 

Gorakhpur, 

Sr. Superintendent, 

Central Excise, I.D.O., 

Hubli. 

Jr, Depttl. Representative (Grg'A 1 ), 

Customs, Excise & Gold (Control) 

Appellate Tribunal, West Block No,2, R.K.Puram, 
New Delhi. 

Deputy Collector, 

Central Excise, 

Tiruneireli» 
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SI.No . 
60 . 

61 . 

62. 

63. 

64. 

65. 

66 . 

67. 

68 . 

69. 

70. 

71. 

72. 

73. 

74. 


From whom received 


Assistant Collector v 
Customs & Central Excise, 

Gauhati« 

Assistant Collector, 

Central Excise, 

Amritsar. 

Assistant Collector, 

Central Excise, 

Patiala. 

Deputy Collector(Audit), 

Customs & Central Excise Collectorate, 
Chandigarho 

Assistant Collector, 

Central Excise Division VIII, 

Madras. 

Assistant Collector, 

Central Excise Division, 

Hoeur. 

Assistant Collector, 

Customs & Central Excise, 

Karimganj. 

Assistant Collector, 

Central Excise, 

Ajmer* 

Assistant Collector, 

Customs & Central Excise, 

Dhubri (Assam). 

Assistant Collector (Legal), 

Central Excise, 

Madras. 

Collector, Central Excise, 

Guntur, 

Assistant Collector, 

Central Excise Division H, 

Central Excise Collectorate Bombay-I, 
Bombay. 

Assistant Collector, 

Central Excise Division I, 

Central Excise Collectorate Bombay-II, 
Bombay. 

Assistant Collector, 

Central Excise, 

Virudhu Nagar. 

Assistant Collector, 

Central Excise, Coimbatore II Division, 
Coimbatore. 



SI,No * 

75. 

76 . 

77 o 

78. 

79 . 

80. 

81 o 

82. 

83. 

84. 

85. 

86 . 

87. 

88 . 

89. 


2?o 

From whom received 


Assistant Collector, 

Central Excise Division, 

Solapur. 

Assistant Collector, 

Central Excise Division II, 

Kanpur. 

Deputy Collector(Audit), 

Central Excise, 

Coimbatore. 

Additional Collector, 

Central Excise & Customs, 

Bangaloreo 

Assistant Collector(Valuation), 

Central Excise Collectorate, 

Kanpur. 

Assistant Collector, 

Central Excise, 

Junagarh. 

Assistant Collector, 

Central Excise Division, 

Jodhpur. 

Assistant Collector, 

Central Excise Division, 

Belgam, 

Assistant Collector, 

Central Excise, 

Laheriasarai. 

Assistant Collector, 

Central Excise, 

Udaipur. 

Assistant Collector, 

Central Excise Division, 

Nellore, 

Superintendent, 

Central Excise & Customs Bonded Warehouse, 
Poonaur, Coimbatore. 

Sr. Superintendent(Law), 

Central Excise Collectorate, 

Chandigarh. 

Assistant Collector, 

Central Excise Division, 

Bareilly. 

Assistant Collector, 

Central Excise Division VIII, 

Bombay II Collectorate, 

Bombay. 



SI.No. 

From whom received 

90. 

Assistant Collector, 

Central Excise, Midnapore Division, 
Calcutta-II Collectorate, 

Calcutta, 

91. 

Assistant Collector, 

Central Excise, 

Hubli. 

92. 

Assistant Collector, 

Central Excise Division, 

Gangtok. 

93® 

Assistant Collector, 

Central Excise Division, 

Siliguri. 

94. 

Assistant Collector, 

■Central Excise Division, 

FoLlachi. 

95 o 

Assistant Collet tor. 

Central Excise, 

Madurai 11 Division, 

Madurai, 

96. 

Superintendent, 

Central Excise Range, 

Sulur. 

97. 

Superintendeot, 

Central Excise, Pollachi Range, 
Pollachi. 

98. 

Superintendent (Tech.), 

Central Excise Division, 

Vijayawada. 

99. 

As s i s tan t Co 1 lec tor, 

Customs & Central Excise, 

Digboi. 

1 00. 

Assistant Collector, 

Central Excise, Hyderabad V Division, 
Secunderatad. 

101. 

Assistant Collector, 

Central Excise, Durgapur !'teel Division 
Durgapur. 

102, 

Assistant Collector, 

Central Excise Division I, 

Visakhapatnam. 

103. 

Assistant Collector, 

Central Excise Division IV, 

Bombay - II Collectorate, 



o3.„No . From whom received 

104. Director General, 

Directorate of Inspection & Audit, 
Customs & Central Excise, 

New Delhi. 

105. Assistant Collector, 

Central Excise Division IV, 

Hyderabad. 

106. Collector, Central Excise, 

Coimbatore. 

107. Assistant Collector, 

Central Excise, Kovilpatti Division, 
Kovilpatti. 

108. Assistant Collector, 

Central Excise Division, 

Pathankot. 

109. Assistant Collector, 

Central Excise Division, 

Varanasi. 

1^0. Assistant Collector, 

Central Excise Division, 

Mazaffarpur. 

1 31a Assistant Collector, 

Central Excise Division, 

Kottayam. 

"«1 a , Dy. Director, 

Directorate of Anti-Evasion, R.K. Puram, 
New Delhi. 

115 , Assistant Collector, 

Central Excise Division, 

Ludhiana. 

1 ' -f, Assistant Collector, 

Central Excise Division, 

Sitapur. 

115. Collector, Central Excise, 

Kanpur. 

116. Collector, Central Excise, 

Madras. 

117. Superintendent, 

Central Excise Podanur Range, 

Coimbatore. 

118. Assistant Collector, 

Central Excise Division, 

Jalandhar. 

Superintendent of Central Excise, 
Preventive Group, Pollachi Division, 
Pollachi. 


119 



SI.No . 
120 . 

121 . 

122 . 

123 . 

124. 

125. 

126 . 

127. 

128. 

129. 

130. 

131. 

132. 

133. 

134. 

135. 

136. 


From whom received 


Assistant Collector(Audit), 

Central Excise Collectorate, 
Chandigarh. 

Assistant Collector, 

Central Excise, Serampore Division, 
Calcutta. 

Chief Controller of Accounts, 

Central Board of Excise & Customs, 

New Delhi. 

Superintendent, 

Central Excise, Valparai Range, 
Pollachi Division. 

Collector, Central excise Collectorate 
Bombay-II, 

Bombay. 

Assistant Collector(Tech.), 

Customs & Central Excise, 

Shillong. 

Assistant Collector, 

Central Excise & Customs, 

Silchar. 

Assistant Collector^Audit), 

Central Excise, 

Madras. 

Assistant Collector, 

Central Excise Division, 

Vellore. 

Assistant Collector, 

Central Excise, Ernakulam-I Division, 
Cochin. 

Assistant Collector, 

Central Excise Division, 

Lucknow. 

Additional Collector, 

Central Excise, 

Belgaum. 

Superintendent, 

Central Excise, 

Latur, 

Additional Collector, 

Central Excise, 

Allahabad. 

Assistant Collector, 

Central Excise, Howrah West Division, 
Calcutta. 

Collector of Central Excise, 

Belgaum. 

Assistant Collector, 

Central Excise Division, 

Allahabad. 
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SI.No. 

From whom received 

137. 

Assistant Collector, 

Central Excise Division, 

Trichur. 

138. 

Collector of Central Excise Collectorate, 
Nagpur. 

139. 

Assistant Collector (Tech.11), 

Central Excise, 

Cochin. 

140. 

Superintendent, 

Central Excise Range-11, Coonoor Division, 
Coonoor. 

141. 

Collector of Customs & Central Excise, 
Hyderabad. 

142. 

Collector of Customs & Central Excise, 
Shillong. 

143. 

Assistant Collector, 

Central Excise, 

Chandigarh. 

144. 

Assistant Collector, 

Central Excise Madras VII Division, 
Madras. 

145. 

Assistant Collector, 

Central Excise, Howrah North Division, 
Calcutta. 

146. 

Collector of Central Excise & Customs, 
Ahmedabad. 

147. 

Additional Collector, 

Central Excise & Customs, 

Ahmedabad. 

148. 

Collector, Customs & Central Excise, 
Chandigarh. 

149. 

Collector, Central Excise, 

Bangalore• 

150. 

Deputy Collector (P&E), 

Central Excise & Customs, 

Bhubaneshwar. 

151. 

Collector, Central Excise & Customs, 
Aurangabad. 

152. 

Superintendent, 

Central Excise, Coonoor Division, 

Coonoor. 

153. 

Superintendent. 

Central Excise, Kotagiri, 

Coonoor Division. 



SI.No. 

From whom received 

154. 

Superintendent, 

Central Excise (Prev), Coonoor Division, 
Coonoor. 

155. 

Assistant Collector, 

Central Excise, 

Trivandrum. 

156. 

Superintendent, 

Central Excise Range, 

Gudalur. 

157. 

Collector of Customs & Central Excise, 
Tiruchirapalli• 

V* 

00 

• 

Collector of Customs (Appeals), 

New Custom House Annexe, 

Bombay• 

159. 

Assistant Collector of 

Central Excise Division, 

Tirunelveli. 

160. 

Collector of Customs, 

Willingdon Island, 

Cochin. 

161. 

Collector of Central Excise & Customs, 
Vadodara. 

162. 

Assistant Collector, 

Central Excise Division No.5, 

Madurai. 

163. 

Collector of Customs & Central Excise, 
North U.P. Collectorate, 

Meerut. 

164. 

Deputy Collector (Prev.), 

Central Excise & Customs, 

Ahmedabad. 

165. 

Additional Collector of Central Excise, 
Indore. 

166. 

Collector of Central Excise» collectorate 
Thane. , 

167. 

Collector, 

Central Excise Collectorate, Bombay-I, 
Bombay. 

168. 

Collector, 

Central Excise Collectorate,Qalcutta-I, 
Calcutta. 



Details of Central Ministries from whom 
replies have been received. 


Name of the Ministry & Department 


Chairman, Railway Board, 

Rail Bhawan, Ministry of Railway, 

New Delhi. 

Secretary, Department of Petroleum, 

Ministry of Petroleum, Shastri Bhawan, 

New Delhi. 

Secretary, Department of Civil Supplies, 
Ministry of Food & Civil Supplies. 

New Delhi. 

Secretary, Department of Power, 

Ministry of Science & Technology, 

New Delhi• 

Secretary, Department of Non-Conventional 
Energy Sources, Ministry of Science and 
Technology, New Delhi. 

Secretary, Department of Environment, 
Ministry of Environment & Forests, 

New Delhi. 

Secretary, Department of Electronics, 

Lok Nayak Bhavan, Khan Market, 

New Delhi, 

Joint Adviser (Finance), Ministry of Finance, 
Bureau of Public Enterprises, 

C.G.O. Complex, 14 Block, Lodi Road, 

New Delhi. 
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Appendix B6 


1 

List of staff who worked 

in the Technical 

1 



SI.No. 

Name 

Designation 

1o 

S/Shri 

T.V.Seshadri 

Senior P.A. 

2. 

T.L. Janda 

P.A. 

3. 

Kewal Krishan 

Inspector 

4. 

K.G. Murthy 

Inspector 

5. 

R.P. Singh 

U.D.C. 

6 . 

Mrs. Meena Sharma 

Lo D«C» 

7. 

Krishan Lai 

Le D#C* 

8. 

Julius 

Peon 

9. 

Malkiat Singh 

Daily-wager 

10. 

Narayan Singh 

Daily-wager 

11. 

Satpal Singh 

Driver Daily-wager 

12. 

On Pal Singh 

Farash Daily-wager 
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- 1.1 



Commodity-wise 

revenue estimates for the 

year 1985-86 

S . No. 

Tariff Item No. 

Commodity Total Revenue 

( in lakhs) 

1 . 

1 

Sugar 

41120 

2. 

1 -A 

Confectionery & 
Chocolates 

481 

3. 

1-B 

P. or P. Foods 

1962 

4. 

1-C 

Food Products 

2771 

5. 

1-D 

Aerated Waters 

5050 

6. 

1-E 

Glucose & Dextrose 
& Preparations 

838 

7. 

2 

Coffee 

1785 

8. 

3 

Tea 

7230 

9 . 

4-II (1) 

Cigars & Cheroots 

1 

10. 

4-II (2) 

Cigarettes 

115985 

11. 

4-11(3) 

Bi ris 

14381 

12. 

4-II (4) 

Smoking Mixtures 

222 

13. 

4-II (5) 

Chewing Tobacco 

2959 

14. 

4-II(6) 

Snuff 

501 

15. 

4-II (7) 

Hookah Tobacco 

8 

16. 

6 

Motor Spirit 

73544 

17. 

7 

Kerosene 

23070 

18. 

8 

Refined Diesel Oil 

57210 

19. 

9 

Diesel Oil N.O.S. 

2 2 80 

20. 

10 

Furnace Oil 

3545 

21. 

11 

Coal, Coke, Asphalt, 
Bitumen etc. 

3420 

22. 

11-A 

Petroleum Products 

N.O.S. 

23810 

23. 

11-AA 

Petroleum Gases 

2779 

24. 

12 

Vegetable Non-essen¬ 
tial Oils 

850 

25. 

13 

Vegetable Product 

14000 

26. 

14 

Paints & Varnishes 

6445 

27. 

14-A 

Soda Ash 

2648 

28. 

14-AA 

Inorganic Chemicals 

1805 

29. 

14-B 

Caustic Soda & 

Caustic Potash 

5200 

30. 

14- BB 

Sodium Silicate 

338 
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S.No. 

Tariff Item No. 

Commodity 

Total Revenue 
( in laksh) 

31. 

14-C 

Glycerine 

434 

32. 

14-D 

S.O.Dye Stuff 

6240 

33. 

14-DD 

Synthetic Organic 
Products 

415 

34. 

14-E 

P. or P. Medicines 

17906 

35. 

14-F 

Cosmetics & Toilet 
Preparations 

7620 

36. 

14-FF 

Tooth Paste 

963 

37. 

14-G 

Acids 

1800 

38. 

14-H 

Gases 

3700 

39. 

15 

Soap 

6202 

40. 

15-A 

Artificial or Synthe¬ 
tic Resins and 
Plastic Materials 

22799 

41. 

15-AA 

Surface Active 

Agents 

3770 

CM 

15-C 

Starch 

809 

43. 

15-CC 

Molasses 

753 

44. 

15-D 

Polishes & Creams 

263 

45. 

16 

Tyres 

44820 

46. 

16-A 

Rubber Products 

4575 

47. 

16-AA 

.Synthetic Rubber 

940 

48. 

16-B 

Wood & Articles of 
Wood 

4040 

49. 

17 

Paper, Paper Boards 
and specified articles 
thereof. 22478 

50. 

18 

Man-made Fabrics & 

Y arn 

111765 

51. 

18-A 

Cotton Yarn, all 
sorts 

15045 

52. 

18-B 

Woollen & Acrylic 

Spun Yarn 

115 

53. 

1 8-C 

Silk Yarn, all sorts 

1 

54. 

18-D 

Jute Yarn, all sorts 

570 

LO 

18-E 

Non-cellulosic Spun 
Yarn 

6050 

56 . 

1 8-F 

Flax Yarn & Ramie 
Yarn 

4 
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S.No. Tariff Item No. Commodity Total Revenue 

___ ( in lakhs ) 


57. 

19 

Cotton Fabrics 

12200 

00 

20 

Silk Fabrics 

2 

59. 

21 

Woollen Fabrics 

389 

60. 

22 

Man-made Fabrics 

26553 

61. 

2 2-A 

Jute Manufactures 

7200 

62. 

22-AA 

Flax Fabrics & 

Ramie Fabrics 

40 

63. 

22-B 

Coated Textiles 

18 

64. 

22-C 

Linoleum 

95 

65. 

22-E 

Typewriter & Similar 

Ribbons 

61 

66. 

22-F 

Mineral Fibres & Yarn 

822 

67. 

22-G 

Floor Coverings 

262 

68. 

23 

Cement 

76087 

69. 

23-A 

Glass & Glassware 

10619 

70. 

2 3-B 

Chinaware & Porcelainware 

4511 

71. 

2 3-C 

Asbestos Cement Products 

3705 

CM 

25 

Iron & Steel and 

Products thereof 

44860 

73. 

26-A 

Copper & Products thereof 

2750 

74. 

26-B 

Zinc & Products thereof 

2420 

75. 

27 

Aluminium & Products 
thereof 

17380 

76. 

27-A 

Lead & Products thereof 

165 

77. 

2 8-A 

Electrical Stampings & 
Laminations 

2856 

00 

29 

Internal Combustion Engines 

1090 

79. 

2 9-A 

Ref. & Airconditionining 
Appl.& Machinery & Parts 
thereof 

6075 

80. 

30 

Electric Motors 

6250 

81. 

30-A 

Power Driven Pumps 

217 

82. 

30-B 

Motor Starters 

645 

83. 

31 

Electric Batteries & 

Parts thereof. 

7980 

84. 

32 

Electric Bulbs & Tubes 

2266 

85. 

33 

Electric Fans 

1359 
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S. No. 

Tariff Item No. 

Commodity Total Revenue 

(in lakhs) 

86. 

3 3-A 

-Wireless Receiving 

Sets 

10145 

87. 

33-AA 

Parts of W.R. Sets 

64 

88. 

33-B 

Electric Wires & Cables 
all sorts 

8530 

89. 

33-C 

Domestic Electrical Appl. 

693 

90. 

33-D 

Office Machines. 

1873 

91. 

33-DD 

Computers 


92. 

33-E 

Electricity Supply Meters 

434 

93. 

33-F 

Musical Systems 

30 

94. 

34 

Motor Vehicles & Tractors38481 

95. 

34-A 

Parts & accessories of 
Motor Vehicles 

2970 

96. 

34-B 

Pork Lift Trucks & 
Platform Trucks. 

299 

97 

36 

Footwear 

518 

98. 

37 

Cinematograph Films 

1010 

99. 

37-A 

Gramophones & Parts thereof153 

100. 

37-AA 

Tape Recorders 

440 

101. 

37-B 

Cinematograph Projectors 
& Parts thereof. 

61 

102. 

37-BB 

Television Image & Sound 
Recorders & Reproducers 

300 

103. 

37-C 

Photographic Apparatus & 
goods 

434 

104. 

37-CC 

Television Cameras(inclu¬ 
ding Video Cameras). 

42 

105. 

38 

Matches 

6500 

106. 

39 

Lighters(N.E.S.) 

32 

107. 

40 

Steel Furniture 

1133 

10 8. 

41 

Crown Corks 

1370 

109 . 

42 

Pilfer Proof caps 

263 

110. 

43 

Wool Tops 

1125 

111. 

44 

Watches, Clocks & Time 
Pieces. 

1190 

112. 

45 

Weighing Machines 

434 
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S. No. 

Tariff Item No. 

Commodity Total Revenue 

( in lakhs) 

113. 

46 

Metal Containers 

7705 

114. 

47 

Electronic Machines for 
Games of Skill etc. 

10 

115. 

48 

Safest Strong boxes etc. 

792 

116. 

49 

Rolling Bearings. 

2475 

117. 

50 

Welding Electrodes 

2361 

118. 

51 

Coated Abrasives & 
Grinding Wheels. 

830 

119. 

51-A 

Tools 

2380 

120. 

52 

Bolts, Nuts & Screws. 

1622 

121. 

55 

Zips or Slide Fasteners 

- 

122. 

56 

Playing Cards 

28 

123. 

57 

Camphor 

114 

124. 

58 

Menthol 

51 

125. 

59 

Articles of a kind used 
for sound recording 

362 

126. 

60 

Adhesive Tapes 

217 

127. 

61 

Electric Lighting Fittingsl69 

128. 

62 

Tool Tips 

481 

129. 

63 

Wire Ropes 

358 

130. 

64 

Carbon Black 

2038 

131. 

65 

Rubber Processing 
Chemicals 

717 

132. 

66 

Permanent Magnets 

119 

133. 

67 

Graphite Electrodes 

1000 

134. 

68 

All other Goods N.E.S. 

97986 

135. 

3-A 

Pan Masala 

100 

136. 

14-AAA 

Organic Chemicals 

2747 

137. 

23-E 

Marble 

300 

138. 

48-A 

Travel Goods 

500 



Miscellaneous 

2000 



Cess on Copra 

80 



Cess on Vegetable Oils 

500 



Cess on Cotton 

75 



Cess on Indigenous crude 
Oils 

90300 


Grand Total 


1236135 
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Note:- 1. This includes Basic Excise duty and 
Special/Additional Excise duties 
wherever applicable. 

2. The above estimates take note of the 
effect of 1985 budget changes. 


★ * ★ ★ * 
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Appendix - 2.1 


Four-digit code of NIC - Illustration based on 
NIC two-digit code 36 _ 


NIC Code 


Description 


3600 

3601 

3602 

3603 

3604 

3605 

3608 

3609 

3610 

3621 

3622 

3623 

3628 

3629 

3631 

3632 

3633 

3634 

3635 

3636 

3637 

3638 

3639 

3641 

3642 

3643 

3644 

3645 

3646 


Mnf. of Elect. Mach., Appts., Appliances and Supp. 
and parts 

Manufacture of Generators 

Manufacture of Transformers 

Manufacture of Switch Gears 

Manufacture' of Electric Motors 

Mnf. of Electromagnetic Clutches, Brakes & 
Thermocouples etc. 

Mnf. of Parts & Accessories of Electrical 
Indl. Machinery 

Mnf. of Thermostatic Switches and Thermo couples 
Manufacture of Insulated Wires and Cables 
Manufacture of Storage Batteries - 
Manufacture of Dry Cells Etc. 

Reconditioning of old Batteries 

Mnf. of Parts and Accessories of Storage Batteries 
Manufacture of other dry & wet Batteries 
Manufacture of Electrical Fans 
Manufacture of Flourescent Tubes & Starters 
Manufacture of Electric Lamps (Ordinary) 
Manufacture of Miniature Lamps 
Manufacture of Power Capacitors 
Manufacture of Vacuum Cleaners 

Manufacture of Electrical Household Appliances 

Mnf. of Accessories and parts of Electrical 
Apparatus and Appliances Etc. 

Mnf. of other Electrical Apparatus, Appliances 
and conductors 

Manufacture of Wireless Communication Apparetus 
Manufacture of Radios 

Manufacture of Television sets, antenna 

Manufacture of Teleprinters 

Mnf. of Telephone Switch Boards, Parts of 
Telegraphic Eqpt. 

Manufacture of Telegraphic Equipment 
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NIC Code 


Description 


3647 

3648 

3649 

3650 

3661 

3662 
3669 

3671 

3672 

3673 

3674 

3675 

3676 

3677 

3678 

3679 

3691 

3692 

3693 

3694 

3695 

3696 

3698 

3699 


Manufacture of Phonographs and Record Changers 

Mnf. of Parts and Accessories of Radio. T.V. 

PA Eqpt. Etc. 

Manufacture of other Electronic Equipment 

Manufacture of Radiographic X-Ray Appratus & 

Tubes & Parts. 

Manufacture of Electronic Computers 

Manufacture of Electronic Control Instruments 

Manufacture of Electronic Instruments & 

Equipments 

Manufacture of Carbon and Wire wound Resistors 

Mnf. of Electrolytic, Ceramic and Styroflex 
Capacitors 

Manufacture of Paper and Gang Capacitors 
Manufacture of I.F. Transformers 

Mnf. of Volume Control and Band-change Switches. 

Manufacture of Ferrites 

Manufacture of Trimmers and Padders 

Mnf. of Parts & Accessories of Electronic Appts. 
Instruments 

Manufacture of Electronic Components and Accessories 

Manufacture of Lighting Fittings 

Manufacture of Emergency Lighting Equipment 

Manufacture of Flash Lights 

Manufacture.of Stage Lighting Equipment 

Manufacture of Electric Furnaces and Ovens 

Manufacture of Telescopic Aerials 

Mnf. of Parts and Accessories of Lighting Eqpt., 
Furnaces Etc. 

Mnf. of Misc. Electrical Mach. Appts. and 
Appliances 
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Appendix- 2.2 


Collection of Production Statistics by Directorate 
General of Technical Development 


I. AAC/ACSR Conductors 

3. Motor Starters & 
Contactors 

5. Paper etc. covered 

winding wires & strips 

7. Power Cables 

9. Power Capacitors 

II. Distribution & Power 
Transformers 

13. Industrial Turbines 

15. Electric Motors (FHP) 

17. Domestic Refrigerators 

19. Industrial Refrigeration 

21. Drinking Water Coolers 

23. Dry Cells 

25. Flourescent Tubes 

27. GLS Lamps 

29. Television Receivers 

31. Record Playing Equipments 

33. Silicon Rectifiers & 
Diodes 

35. Electronic Tubes 

37. Electrolytic Capacitors 
(Electronic) 

39. Plastic Film Capacitors 

41. Tractors 

43. Jeeps 

45. Moped Cycles 

47. Scooters 

49. Road rollers 

51. Mobile Cranes 

53. Crawler Tractors 


2. Switchgears (Circuit 
Breakers) 

4. Enamelled Winding Wires 
& Strips 

6. PVC/VIR Cables & Wires 

8. Paper & Electrolytic 
Capacitors. 

10. Stamping & Laminations 
12. Small Alternators 

14. Electric Motors 

16. Room Air-Conditioners 

18. Commercial Refrigeration 

20. Sealed Compressors 

22. Storage Batteries 
(Lead Acid) 

24 Electric Fans 

26. Miniature Lamps 

28. Radio Receivers 

30. Tape Recorders 

32. Electronic Calculators 

34. Transistors & Diodes 

36. Carbon Film Resistors 
38. Ceramic Capacitors 

40. Ferrites 
42. Commercial Vehicles 
44. Passenger Cars 
46. Motor Cycles 
48. 3-Wheeler Scooters 
50. Fork Lift Trucks 
52. Power tillers 
54. Ship building 
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55. Earth Moving Machinery 

57. Petrol & Miscellaneous 
Engines 

59. Power Driven Pumps 

61. Paper & Pulp Machinery 

63. Cement Machinery 

65. Rubber Machinery 

67. Printing Machinery 

69. Chemical & Pharmaceutical 
Machinery 

71. Gear Boxes 

73. Ball & Roller Bearings 

75. Industrial Fasteners 
(High Tensile) 

77. Sewing Machines 

79. Typewriters & Parts 

81. Hurricane Lanterns 

83. Zip Fasteners 

85. Utensil9s (Non-Ferrous) 

87. Wire Ropes 
89. Transmission Towers 
91. Light and Medium Structurals 
93. Lifts 
95. Water Meters 
97. Grinding Wheels 
99. Forged Hand Tools 
101.Machine Tools 
103.Aluminium Semis Etc. 

105.Zinc Rolled Flat Products 
107.Aluminium Collapsible Tubes 
109.Zinc 

111.Metallic Powder 
113.Steel Casting 
115.Steel Forgings 
117.Caustic Soda 
119.Sulphuric Acid 


56. 

Diesel Engines 


58. 

Air/Gas Compressors 


60. 

Boilers (Industrial & 

Power) 

62. 

Sugar Machinery 


64. 

Steel Plant Equipment 


66. 

Mining Machinery 


68. 

Metallurgical Machinery 

70. 

L.P.G. Cylinders 


72. 

Railway Wagons 


74. 

Safety Razor Blades 


76. 

Bicycles 


78. 

Clocks and Alarm Time- 

-Pieces. 

80. 

Wrist Watches i 


82. 

Coil and Leaf Springs 


84. 

Tin Containers 


86. 

Cranes All-Types except 
Mobile Cranes 

88. 

Welding Electrodes 


90. 

Heavy Structurals. 


92. 

Cast Iron Spun Pipes 


94. 

House Service Meters. 



96. X-Ray Equipment 
98. Coated Abrasives 
100.Steel Files 
102.Aluminium 

104.Non-Ferrous Alloy & Castings 
(Including Aluminium) 

106.Copper & Copper base Semis 

108.Copper 

110.Lead 

112.Steel Pipes & Tubes 
114.Steel Rolls 
116.Soda Ash 
118.Calcium Carbide 
120.Nitric Acid 
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121. Acetic Acid 
123. Phthalic Anhydride 
125. Fatty Acid 
127. Nitre-Benzene 
129. Anhydride Acetic 
131. Menthol 
133. Pesticides 
135. Tetracycline 
137. Chloramphenicol 
139. Vitamin-A. 

141. Vitamin-'C 1 
143. Anti-Malarial Drugs 
145. Phosphatic Fertilizers 
147. Refractories 
149. Auto Tyres 

151. Cycle Tyres 

153. Conveyor Beltings 

155. Indian-type and Western- 
type Leather Footwear 

157. Linoleums 

159. Newsprint 

161. Synthetic Detergents 

163. Toothpowder 

165. Cigarettes 

167. Beer 

169. Industrial Gases-Dissol- 
ved Acetylene 

171. Nylon Tyre Cord 

173. Viscose Staple Fibre 

175. Polyester Fibre 

177. Cellulose Film 

179. Low Density Poly 
Ethylene(LDPE) 

181. Pencils 

183. Dyes & Dyes Inter¬ 
mediates . 


122. Formaldehyde 
124. PVC Resins 
126. Hexamine 
128. Acetylene Black 
130. Phenol 

132. Paints, Enamels & Varnishes 

134. Penicillin 

136. Streptomycin 

138. Antibiotics 

140. Vitamin-’B 1 

142. Sulpha drug$ 

144. Nitrogenous Fertilizers 
146. Cement 

148. AC Sheets, Pipes & Allied 
Products 

150. Auto Tubes 

152. Synthetic Rubber 

154. Rubber & Canvas Footwear 

156. Leather Cloth 

158. Paper & Paper Board 

160. Soap 

162. Toothpaste 

164. Infant Milk Food 

166. Biscuits 

168. Industrial Gases-Oxygen 
170. Industrial Explosives 

172. Rayon Tyre Cord 

174. Polyester Filament Yarn 

176. Viscose Filament Yarn 

178. High Density Poly Ethylene 
((HDPE) 

180. Polystyrene 

182. Graphite Electrodes 
184. Matches. 
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Appendix - 3.1 


Commodities presently exempted from basic duty of Excise 

1. Khandsari sugar 

2. Palmyra sugar 

3. Castor, icing demarara and candy sugar 

4. Lassi 

5. Flavoured milk 

6. Sterilised/pasteurised miltone 

7. Cooked, peeled and frozen prawns and shrimps 

8. Specified preparations with a basis of edible oil 
seed flour 

9. Unmanufactured tobacco 

10. Unbranded cigars and cheroots, chewing tobacco, 

Hookah tobacco 

11. Salt 

12. Cotton seed oil, Neemseed oil, Karanj oil. Silk cotton 
seed oil, Rice bran oil, Khakhan oil. Palm oil. Watermelon 
oil, Sal oil, Mahua oil and an unprocessed oil. 

13. Minerals used as extenders/fillers (e.g. china clay) 

14. Aqueous emulsions of bitumen, asphalt etc. 

15. Mixtures of pigments and dry colours 

16. Laterite, ceramic colours 

17. Dimethyl terephthalete 

18. 'Life saving' drugs 

19. Anaesthetics, medicinal contraceptives, sera and vaccine 

20. Nitric Acid 

21. Fertilisers 

22. Polyester polymer chips 

23. PVC compound 

24. Tyres for animal drawn vehicles 

25. Plain particle boards 

26. Hand-made paper/board 

27. Specified printed cartons/boxes 

28. Base filter paper 

29. Ashphaltic roofing sheets 

30. Electrical grade insulating paper/board 



31. Cellulosic spun yarn and cotton yarn in plain (straight) 
reel hanks (for handlooms) and upto 25 counts 

32. Shoddy woollen yarn 

33. Woollen and acrylic spun yarn, other than worsted - 
specified 

34. Silk yarn 

35. Polypropylene blended yarn 

36. Unprocessed - cotton fabrics 

37. Khadi and hosiery fabrics - cotton 

38. Rags chindies of - cotton fabrics, woollen fabrics, 
jute fabrics 

39. Silk fabrics 

40. Hair belting 

41. Khadi woollen fabrics 

42. Unprocessed woollen fabrics 

43. Unprocessed Man-made fabrics 

44. Rockwool, glass fabrics, glass fibre spun yarn 

45. Hand-made carpets 

46. Sagol, Ashmoh 

47. Laboratory Glassware 

48. Glass shells for lights, bangles, beads 

49. Broken glass 

50. Salt glazed stoneware 

51. Ceramic water filters of capacity not exceeding 40 litres 

52. Marble blocks 

53. Sponge iron 

54. Zin c wire 

55. Aluminium wire 

56. Internal combustion engines of capacity not exceeding 50cc. 

57. Water coolers 

58. Electric motor parts other than stators, rotors_,die 
cast rotors. 

59. Power driven pumps for handling water 

60. Stationary batteries 

61. Krypton or Argon bulbs for miners' cap lamps 

62. GLS lamps upto 60 W 

63. Radios of value upto Rs.165/- 
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64. Black & White TV of screen size not exceeding 36 eras. 

65. Transistors and semi-conductor diodes 

66. Braille type-writers 

67. Computers 

68. Electrically operated two-wheeled motor vehicles 

69. Two/three-wheelers for handicapped 

70. Tractors of DBHP 12 and below 

71. Footwear of value upto Rs.30/- 

72. Prints of films for State awards, archives etc. documentary films. 

73. Gramophone records 

74. Pressure cookers 

75. Vacuum flasks 

76. Recorded tapes 

77. Products of the coir industry 

78. Products of the cashew industry 

79. Products of tanning industry 

80. Products of oil mill and solvent extraction industry 

81. Products of rice milling industry 

82. Products of village industries 

83. Roofing tiles 

84. Goods produced in photographic establishments 

85. Specified equipment used for producing/using non- 
conventional sources of energy 

86. Animal drawn vehicles 

87. All kinds of food products and food preparations, other 
than prepared or preserved foods, including - 

(i) meat and meat products; 

(ii), dairy products; 

(iii) fruit and vegetable products; 

(iv) fish and sea foods; 

(v) bakery products; and 

(vi) grain mill products. 

88. Drawing/mathematical instruments 

89. Exercise books 

90. Writing slates and slate pencils 

91. Pencils and erasers 

92. Pens, including ball point pens, and parts thereof 
and refills for ball point pens 



93. Spectacles, spectacle lenses and spectacle frames 

94. Sports goods 

95. Handicrafts 

96. Animal feed including compound live-stock feed, animal 
feed supplements and animal feed concentrates 

97. Compost manure 

98. Hand pumps 

99. Agricultural discs 

100. Agricultural implements and parts thereof 

101. Scented Chunnam (lime) 

102. Khata (Catechu) 

103. Vibuthi (Thiruneeru) 

104. Ground spices (Masalas) and mixed spices (Masalas) 

105. Crushed bones and bone products 

106. Insecticides, pesticides, weedicides and fungicides 

107. All bulk drugs and medicines not elsewhere specified 

108. Contraceptives 

109. Guar splits 

110. All products of the printing industry including 
newspapers and printea periodicals 

111. Engraved copper rollers or cylinders for use in 
textile industry 

112. Sewing machines and parts thereof 

113. Cycles and parts and accessories thereof 

114. Enamelware 

115. Candles. 

116. Tooth-brushes 

117. Artificial limbs and rehabilitation aids for the 
handicapped 

118. Ocean-going vessels 

119. Lac 

120. Articles of hosiery 

121. Strips, wires, sheets, plates and foils of silver 

122. Laminated jute bags 

123. Diamonds, cut or polished or both 

124. Utensils made of aluminium 

125. Power tillers 

126. Helmets 

127. Vehicles specially designed for use by the handicapped 
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128. Agricultural grade pyrites 

129. Press mud, bagasse_, saw dust and fly ash 

130. Parts of pressure cookers, the follo'wingnamely 

(i) Cooker body with or without handle; 

(ii) lid with or without handle; 

(iii). vent weight 

131. Cut tyres and cut tubes 

132. Coke oven gas and blast furnace gas 

133. Cotton slivers and polyester cotton blended 
slivers 

134. Sludge obtained in the sewage treatment plant 
belonging to a municipal corporation or 
local authority 

135. Cinder 

136. Maida 

137. Articles of ready to wear apparel (known 
commercially as ready made garments), including 
undergarments and body supporting garments 

but excluding articles of hosiery 

138. Mosaic tiles 

139. Silver 

140. Leather Board 

141. Poultry equipment, namely, incubators 
poultry feed mixers and poultry grinders 

142. Copper sulphate 

143. Fuel efficient burners and stoves 

144. Preserved latex, latex concentrate etc. 

145. Asphalt mix 

146. Wooden pencil slates 
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Appendix - 4.1 

Alternatives considered in regard to 
the definition of 'Manufacture 1 

Part-A : Suggestions received from the Trade 
ana Industry : 

(1) 'Manufacture' includes processes where the 
raw materials/inputs undergo physical change in 
form and shape, and the end product falls under 

•if 

a tariff item and acquires the characteristic of 
any of the specified item * 

(2) 'Manufacture' means an: activity or process 
carried out with or without the aid of power, which 
causes a conversion or change to occur in the 
cont#nc, composition or form of the thing or things 
on which the activity or process is carried out so 
as to bring into existence any article, thing, 
product or.goods which has or have a distinctive 
name, identity, character or use in order to or other 
than those possessed by the thing or tnings before 
the carrying out of such activity or process ; 

(3) 'Manufacture* means any process of converging raw 
material or article(s) into an article, different 

in name, character and use than those of the raw 
material or article(s) and such articles being sold 
and purchased in trade; 

(4) 'Manufacture' includes a series of processes 
incidental or ancillary which ultimately produce 
the goods detailed in the First-Schedule and the 
last process being the completing process as 
detailed specifically therein in the Schedule 
against each Tariff entry. 
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(5) The definition of 'Manufacture* may be 
substituted by an exhaustive definition. For this 
purpose help can be taken from other legislations 
like Sales Tax. 

A model of such provision already available 
under Bombay Sales Tax Act, 1959, is reproduced 
hereunder : 

Section 2(17) of Bombay Sales Tax Act, 1959 : 

•Manufacture' with all its grammatical variations 
and cognate expressions, means producing, making, 
extracting, altering^ornamenting, finishing or 
otherwise processing, treating or adapting any 
goods; but does not include such manufacture or 
manufacturing processes as may be prescribed. It 
can further be prescribed by a specific provision 
that certain processes will not amount to manufac¬ 
ture, for example,following are the specific 
processes prescribed under Sorabay Sales Tax Lav/ 
to be excluded from 'manufacture'. The same could 
with suitable modifications considering ^revenue 
requirements be adopted for excise purposes 

Rule 3 of Bombay Sales Tax Rules, 1959 - 

Processes not included in 'manufacture* - 
For the purposes of clause (17) of Section 2 } 
•manufacture' shall not include the following 
manufacture and manufacturing processes, namely, 

i. the dyeing, bleaching and printing of pure 
silk cloth; 

ii. the decorticating, colouring, scenting, boiling 
cutting, crushin_, or roasting of betelnut; 

iii. the colouring of cardamom; 

iv. the roasting or grinding of coffee seeds; 

v. the blending of different varieties of tea; 

vi. the dyeing, bleaching, doubling, or twisting 
of art silk yarn,' staple fibre yarn or pure 
silk yarn; 
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vii.the dispensing of medicines; 

viii. the melting, mixing, refining, alloying or 

stamping of bullion or the mixing of bullion 
with gold or silver derived from the melting 
of articles of gold or silver; 

ix. the cutting of paper from reels into reams; 

x. recovering of jewels and other components 
from old jewellery and ornaments; 

xi. the grinding of chillies, turmeric or 

other condiments and the grinding of masala 
and its ingredients and the mixing or blend¬ 
ing of condiments and spices; 

xii. the preparing of butter from cream or ghee 
from butter; 

xiii. the rolling of bidis by hand; 

xiv. mixing, sprting, moulding, bleaching^polishing, 
cuttin^, re-shaping, re-cutting, grinding, 
drilling holes in, and stringing of precious 
stones (including diamonds) and pearls and 
bunching of pearls. 

explanation - For the purposes of this clause, 
stringing means stringing in plain cc tton or 
silk thread and bunching means tying together 
the strings of pearls, the ends of wnich are 
tied in jari thread, but does not include 
stringing of pearls or precious stones or 
bunching of pearls in or with combination, of, 
any precious or ornamental metal; 

xv. subjecting to goods specified in any entry in 
Schedule 8 to any process or doing anything 
to them, which does not take them out of the 
description thereof in that entry; 

:rvi. the cutting down of larger sizes of timber 

into s ito' le smaller sizr-s for the c: nvenience 
of individual customers. 
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Part - 3 : Other alternatives :- 

(6) 'manufacture' includes 

(i) any process to make a product marketable to the 
consumers or users; 

(ii) any process carried on the excisable floods 

which adds to their value without taking them 
out of the tariff description; 

(iii) placing, either on the excisable goods or on 
its container or both, a registered trade mark 
under the Trade and Merchandise Marks Act, 1958 
(33 of*58) or any other mark such as name, 
symbol, monogram, label, signature or invented 
words or any writing, for the purpose of indi¬ 
cating or so as to indicate a connection in the 
course of trade between such goods and some 
person having the right either as a proprietor 
or otherwise to use the name or mark, with or 
without any indication of the identity of that 
person^ 

(iv) packing of excisable goods for their storage 
in the retailers' or industrial consumers' 
premises but excludes packing done by the 
retailer; and 

(v) any other process incidental or ancillary to 
the completion of a manufactured product 
and the word 'manufacturer'shall be contrued accordingly 
and shall include not only a person who employs hired 
labour in the production or manufacture of excisable 
goods, but also any person who engages in their pro¬ 
duction or manufacture on his own account, 

(This definition was included in the Central 
Excises Amendment Bill, 1977). 

(7) "manufacturing process" means any process for - 

(i) making, altering, repairing, ornamenting, finishing, 
packing, oiling, washing, cleaning, breaking-up, 
demolishing or otherwise treatins or adapting any 
article or substance with a view to its use, sale 
transport, delivery or disposal, or 



263 


S’ 

(ii)pumping oil, water sewerage, or 

(iii)generating, transforming or transmitting 
power, or 

(iv)composing types for printing, printing by 
letter press, lithography, photo-gravure, 
or other similar process or book binding,or 

(v)constructing, reconstructing, repairing, 
re-fitting, finishing or breaking-up ships 
or vessels; 

J_ Section 2(k) of factories Act, 194827 
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Appendix - 6.4 


A study of the distribution of units by investment 
slabs with reference to units registered in a particular year 


was as follows :- 


Investment 


As 

per units 

registered in 


slab 

£Rs.000j 

i* 

i 

i 

i—i 

VO 

ICO 

o 

1 


1981 

1983 


0-20 

72.S | 


72.1 

69.1 


21-50 

15.2 

93.7 

15.5 

93.4 15.3 

91 

51-100 

5.7 | 


5.8 

6.7 


101-200 

4.5 


3.3 

4.1 


201-300 



1.2 

1.7 


301-400 

1.5* 


0.6 

0.9 


401-500 



0.4 

0.5 


501-1000 

I 0.3*’ 

k 

0.8 

‘ 1.0 


Above 1000 ( 


0.3 

0.7 



* For investment slab up to Ps.750 (000} and 
** For investment slab abovePs.750 (OOO). 


(Source : S I D 0) 
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Appendix - 6»5 


.-.11 India Industry groupwise distribution 
of units re istered on permanent basis during 1980 


and 1981. 


SI. 

Industry Group 

No. 

of 

units 

Ennloyment 

Investment 

No. 

I960 

(.;) 


I960 

w> 1Sbl 

1980 

00 ' ,9S1 

1 0 

Food Products 

10.4 


15.5 

15.4 

13.8 

20.5 

21.2 

2. 

beverages 

0.7 


0.7 

2.4 

2.6 

0.9 

0.9 

3. 

Textile Products 
(Garments etc.) 

7.5 


6.7 

5.8 

4.9 

3.4 

2.9 

4 0 

Vood products 

10.5 


9.9 

7.7 

7.6 

5.6 

5.3 

5. 

Paper & paper 
Products 

4.2 


4.8 

3.4 

4.7 

4.8 

6.8 

6. 

Leather and Leather 
products 

7.3 


£.7 

3.7 

4.2 

2.3 

2.7 

7. 

Rubber & Plastic 
products 

4.2 


4.3 

3.6 

4.4 

5.8 

7.0 

6. 

Chemical c. chemical 
products 

6.7 


5.9 

3.3 

8.1 

9.2 

% 

9.6 

9. 

Non-metallic mineral 
products 

~ ^ 


6.6 

17.8 

18.0 

8.4 

7.4 

10. 

basic metal products 

3.2 


2.5 

3.8 

4.8 

5.5 

6.5 

11 . 

Metal products 

17.2 


15.4 

13.4 

12.3 

13.1 

11.1 

12. 

Machinery £< parts 
except electrical 

r —p 

• J' 


' .2 

5.1 

5.1 

6.7 

6.6 

13. 

Electrical Machinery 
and parts 

3.1 


IT £ 

2.7 

2.9 

3.8 

3.5 

14. 

Transport Equipment 

.7.1 


n 

4.6 

3.5 

5.4 

3.9 

15. 

Kisc. Industries 

2.5 


1.6 

1.9 

1.7 

4.2 

3.4 

16. 

Repairing t Cervici.n; 

1 0.6 


2.6 

0.4 

1.4 

0.4 

1.2 


^Source : 3 I D 0) 
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Appendix - 6.6 


A. 1972 CENSUS DATA (S.S. SECTION) 


Investment 

slab 

^Rs.OOO) _ _ 

No. of 
units 

% 

Output 
(Rs.lakhs) 


Upto 

25 

102085 

73.1 

768.90 

29.5 

26 

- 50 

14986 

10 '.7 

323.26 

12.4 

51 

- 100 

10319 

7.4 

366.80 

14.1 

101 

- 300 

3729 

6.3 

595.09 

22.9 

301 

- 600 

2475 

1.8 

335.41 

12.9 

Above 

600 

983 

0.7 

213.28 

8.2 

T C T 

A L : 

139577 

100.0 

2602.74 

100.0 


( Source : S I D 0 ) 


3. 1975-76 : ANNUAL SURVEY 

0? INDUSTRIES 

DATA : 


- - - - 

- - — — - 


% 

vaU X 

t ?. nee 
(t.Lakhs) 

No. of 
Units 

r f 

/o 

Ou to Clt 
(Fo. Lakhs) 

Upto - 1.0 

33596 

61.7 

2363.58 

34.6 

1.0 - 2.5 

11013 

20.3 

1660.11 

24.3 

2.5 - 5.0 

5724 

10.5 

1291.39 

18.9 

5.0 - 7.5 

2522 

4.7 

369.53 

12.8 

n .in a 

1459 

CD 

0 

OJ 

637.52 

0 A 

’I' 0 T l L : 

54374 

100.0 

5822.93 

100.0 


( Source : G S 0 ) 


conted t . 
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Appendix - 6.6 


A r /yr -.^r sy 
• J i ^' mam 'z 

: AOMUAL 

’•A’RVSY OF 

INDUSTRIES DATA : 


A-pital 

v. .IpV'-s) 

Mo. of 
units 

% 

Output 

^Ps A lakh s 2 

% 

up to 1.0 

56,324 

51.9 

3,11,905 

22.8 

1.0 - 2.5 

15,553 

22.2 

2,57,456 

18,9 

2.5 - 5.0 

£,536 

12.3 

2,50,464 

18.3 

5.0 - 7.5 

3,920 

5.6 

1,60,201 

11.7 

7.5 - 10.0 

2,440 

3.5 

1,30,146 

9.6 

10.0 - 20.0 

3,120 

4.5 

2,55,334 

18.7 

T u T A L : 

69,943 

100,0 

13,65,706 

100.0 


D. 1 900-81 

: A..:’UAL 

SURVEY CF IUI 

5U3TRIE3 DATA : 


■;.?pit3i 

'•' 0 . of 

/* 

Output 

,/ 

/> 

v*» ' f*, 

■ r '~ 1 ■ q 

units 


(A. lakhs) 


~to 1.0 

34,213 

47.9 

3,45,550 

18.7 

1.0 - 1. - 

a q 

* - > 1 » 

22. 1 

2,87,995 

15.6 

0.5 - 5. n 

5 , 1:7 

12.8 

Ml,615 

15.3 

ry 

* . o-\ ~.r 

• > 

£ 

V ♦ •- 

1,69,784 

5.2 

• ■**'••• 

- a- <r ^ 

- -» ■ 

3.6 

1,45,068 

7.9 

^ 0 n r> 


4 .r; 

3,03,021 

16.4 

**' T T n 

■n ^ /• 

... ? . 

3c2- 

3-, 15,41-0 

16.9 

<"1 « 

. 1 i 

100.0 

>2,46,534 

1 nn c 0 








Appendix 6.7 


Number of small-scale units in various output 
sl abs v/ith reference to the general sche me of 
exc ise duty concessi o ns. - _~ ___ 

Value of clearances Ho. of Units 

(5. lakhs ) ~ - 

(As of 1 9 84 ) 


Upto 2.0 

8,247 

2.0 - 4.0 

5,377 

4.0 - 6.0 

3,582 

6.0 - 7.5 

926 

7.5 - 10.0 

552 

10 .0- 15.0 

513 

15.0- 25.0 

553 

25 .0- 40.0 

206 

40.0- 50.0 

79 

50.0- 75.0 

97 

75 .0-100.0 

86 


18,618 


( Source:Directorate of Tax 

Research, Department 
of Revenue) 






distribution of value of clearances with 
reference to units covered under the genera] 
Scheme of excise duty concessions. 


Value of 
clearances 


No. of 
Units 


Total value of 
clearances 
(1) x (2) 

(Rs, Crores) 


Percentage 
of total 


As of 1984 


1.5 

8,247 

123.71 

13.2 


3.0 

3,977 

119.31 

12.7 

(25.9) 

5.0 

3,382 

169.10 

18.1 

( 44 . 0 ) 

6.75 

926 

62.50 

6.7 

( 50 . 7 ) 

8.75 

552 

48.30 

5.2 

(55.9) 

12.50 

513 

64.13 

6.8 

(62.7) 

20.00 

553 

110.6 O' 

11.8 

(74.5) 

» 

52.50 

206 

66.95 

7.2 

( 81 . 7 ) 

45.00 

79 

35.55 

3.8 

(85.5) 

62.50 

97 

60,63 

6.5 

( 92 . 0 ) 

87 .5C 

86 

75.25 

8.0 (100.0) 


18,618 

936.03 

100.0 



Motes- The distribution of the value of clearances 
has oeen vorlied out assuming the average clearances 
in the first slab to be Ts.1.5 lakhs and for the rest, 
the nid-ooint of the respective slab. 
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Ap pendix 6.9 


viaber of bm ~ll Jco-lc units various output 


sla b s wi th refe rence to the duty exemption 
scheme 


Value of 
(fco 1 

clearances 
' ’•'- n s ) 

No. i 


(As of 13S4) 


Up to 

5 

5501 

5 

10 

2621 

1 C 

15 

1673 

15 

20 

1286 

20 

25. 

1218 

25 

30 

514 

30 

35 

299 

35 

40 

183 

40 

50 

138 

i 

o 

in 

75 

219 

75 

100 

114 


13766 


(beureo: Directorate of Tax research, 
Department i5f Revenue) 







383 


Appendix-7.1 


DETAILS OF EXCISABLE GOODS SPECIFIED UNDER 56-A. 

S.No. Specified excisable goods. 

1• Vegetable Product. 

2. Pigments, Colours, Paints, Enamels, Varnishes, 

Blacks and Cellulose Lacquers. 

3. Synthetic Organic Dyestuffs. 

4. Synthetic organis products of a kind used as 

Organic Luminophores; Products of the kind 
known as Optical Bleaching Agents, substantive 
to the fibre. 

5. Patent or Proprietary Medicines. 

6. Nitric, Hydrochloric and Sulphuric Acids. 

7. Refined diesel Oil. 

8. Gases. 

9. Soap. 

10. Organic surface-active agents (other than soap) 

surface-active preparations and washing 
preparations, whether or not containing soap, 
manufactured or packed with the aid of power 
or of steam for heating. 

11. Goods falling under Item No.15A of the First 
Schedule to the C.E.' & Salt Act, 1944, other 
than films or sheets of regenerated cellulose. 

12. Goods falling under Item N0.I6B of the First 
Schedule to the C.E. & Salt Act, 1944. 

13. Paper and Paper boards and articles thereof, 
falling under Item No.17 of the First Schedule 
to the C.E. & Salt Act, 1944. 

14. Cotton twist yarn and thread, all sorts. 

15. Woollen yarn. 

16. Cotton Fabrics. 

17. Man-made fabrics falling under Item No.22 of 

the first Schedule to the C.E. & Salt Act, 1944. 

18. Asbestos-Cement Products. 

19. Steel Ingots. 

20. Copper. 

21. Iron or Steel Products excluding pipes and tuh-'S 

other than seamless pipes and tubes. 
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22. Zinc. 

23. Aluminium (other than wire rods manufactured 
from ingots or billets). 

24. Lead. 

25. Tin Plates and tinned Sheets, including tin 
taggers, and cuitings of such sheets or uaggers. 

26. Internal Combusion Engines. 

27. Refrigerating and Air-Conditioning Appliances 
and Machinery, all sorts, parts thereof. 

28. Electric Motors, all sort® and parts thereof. 

29. Electric Batteries and parts thereof. 

30. Electric Fans. 

31. Wireless Receiving Sets. 

32. Electric Wires and Cables. 

33. Motor Vehicles (and tractors including 

agricultural tractors). 

34. Footwear. 

35. Gramophones and parts thereof. 

36. Jute Manufactures. 

37. Jute twist, yam, thread, ropes and twine, all sorts. 

38. Confectionery- and Chocolates. 

39. Prepared or preserved foods. 

40. Glucose and dextrose and preparations thereof. 

41. Fertilisers. 

42. Steel furniture and parts of such furniture. 

43. Lubricating oil falling under Item No.11 A of the 
First Schedule to the C.E. & Salt Act, 1944. 

44. Zip or slide fasteners and parts thereof. 

45. Blended or compounded lubricating oils and grease. 

46. Calcined Petroleum coke. 

47. Vacuum flasks and other vacuum vessels and parts 

thereof. 

48. Wire ropes of iron or steel. 

49. Cinematograph projectors and parts thereof. 

50. Rubber processing chemicals, namely, 

(i) accelerators and (ii) antioxidants. 

51 . Starch, including dextrin and other forms of 
modified starch. 
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52. Mineral fibres and yarn and manufactures 
therefrom. 

53. Goods falling under Item 68 of the First 
Schedule to the G,Ex. & Salt Act, 1944. 

54. Glycerine. 

55. Electrical Stampings and laminations, all sorts. 

56. Forklift trucks and platform trucks. 

57. Wool tops and carded gilled slivers, containing, 
in either case, more than fifty per cent by 
weight of wool calculated on the total fibre 
content. 

58. Safes and strong-boxes, strong-room linings and 

strong-room doors and cash and deed boxes and 
the like falling under Item No.48 of the First 
Schedule to the C.E. & Salt Act, 1944. 

59. Parts and accessories of motor vehicles and 
tractors, including trailers the following, 
namely, (i) brake linings (ii) clutch facings, 
(iii) engine valves, (iv) gaskets, (v) nozzles 
and nozzle holders, (vi) pistons, (vii) piston 
rings, (viii) gudgeon pins, (ix) circlips, (x) 
shock absorbers, Txi) sparking plugs, (xii)thin- 
walled bearings, (xiii) tierod ends, (xiv)electric 
horns and (xv) filter elements, inserts and 
cartridges. 

60. Glass and Glassware. 

61. Textile fabrics impregnated, coated or laminated 
with preparations of cellulose derivatives or 
of other artificial plastic materials not else¬ 
where specified. 

62. Nylon yarn manufactured wholly or partly out of 
imported moulding powder, meant for use in the 
manufacture of fishing nets and parachute cords. 

63. Domestic electrical appliances, not elsewhere 
specified. 

64. Computers (including central processing units 
and peripheral devices), all sorts. 

6p. Tape recorder (including cassette recorders 

and tape decks) and Tape players (including 
cassette players). 

66. Polyester films. 

67. Machinery and appliances for determination of 
weight including parts of weighbridges. 



Articles of kind used for sound or sound and 
image recording, whether recorded or not, falling 
under Item No.59 of the first schedule to the 
C.E. & Salt Act, 1944. 

Goods falling under Item No.l4AAA of the First 
Schedule to the C.E. & Salt Act, 1944. 

Goods falling under Item No.23E of the First 
Schedule to the C.E. '& Salt Act, 1944. 



Appendix - 7,2 


DETAILS OF INPUTS AND DESC RIPTION OF FINAL PRODUCTS. 


S.No. 

Description of inputs 

Description of final 
products. 

T. 

lyres and tubes' 

Forklift trucks and 
platform trucks. 

2 . 

Electric storage 
batteries. 

Forklift trucks and 
platform trucks. 

3. 

Aluminium and products 
thereof. 

Refrigerating and air- 
conditioning appliances 
and machinery, all sorts 
and parts thereof. 

4. 

Copper pipes and tubes. 

Refrigerating and air- 
conditioning appliances 
and machinery, all sorts 
and parts thereof. 

5. 

Steel Sheets and plates. 

-do- 

6 . 

Steel sheets and strips. 

Electrical stampings 
and laminations,all sorts. 

7. 

Electrical stampings and 
laminations,all sorts. 

Electric Motors, all 
sorts; and parts thereof, 
including die-cast rotors. 

8 . 

Steel billets, wires and 
wire rods. 

Wire ropes. 

9. 

Steel sheets and plates.- 

Safes, strong boxes, 
strong-room-linings 
and strong-room doors 
and cash and deed 
boxes and the like. 

10 . 

Starch 

Glucose and Dextrose. 

11 . 

Petroleum Coke 

Calcined Petroleum coke. 

12 . 

Bare copper wires 

Strips of copper. 

13. 

Bare aluminium wire. 

Aluminium strips. 

14. 

Electric motors,stators, 
rotors, die-cast rotors. 

Refrigerators, air-con¬ 
ditioners ,and refrigere- 


ting and air-conditioning 
appliances and machinery. 


Stators, rotors and 
die-cast rotors. 


15. 


Compressors 




CD 


( 2 ) 


(3) 


16. Electric motors, stators, 
rotors and die-cast rotors. 

17. Electric motors, stators, 
rotors and die-cast rotors. 

18. Electric fans. 


19. Synthetic rubber. 

20. Carbon black. 

21. Rubber processing 
chemicals. 

22. D.C. micro motors,stators, 
rotors and die cast rotors. 

23. D.C. micro motors, 
stators, rotors and die 
cast rotors. 


24, Copper and products 
thereof. 


25. Zinc and products 
thereof. 


26. Aluminium and products 
thereof. 


27. Lead and products 
thereof. 


28. Electrical Stampings and 
laminations, all sorts. 


Electric fans. 


Domestic electrical appli¬ 
ances, not elsewhere specified. 

Refrigerators, air-conditioners 
or refrigerating or air-condi¬ 
tioning appliances and machi¬ 
nery. 

Tyres, tubes and flaps. 

Tyres, tubes and flaps. 

Tyres, tubes and flaps. 


Tape deck mechanism. 


Tape recorders(including 
cassette recorders and tape 
decks) and tape players 
(including cassette players). 

Zinc and products thereof. 

Aluminium and products 
thereof. 

Lead and products thereof. 

Aluminium and products 
thereof. 

Lead and products thereof. 

Zinc and products thereof. 
Lead and products thereof. 

Zinc and products thereof. 

Aluminium and products 
thereof. 

Refrigerators, air-condi¬ 
tioners and refrigerating 
and air-conditioning 
appliances and machinery. 
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(1) 

(2) 

(3) 

29. 

Electrical Stampings and 
Laminations, all sorts. 

Compressors. 

30. 

-do- 

Electric Fans. 

31. 

-do- 

Domestic electrical 
appliances, not elsewhere 
specified. 

32. 

-do- 

Tape recorders(including 
cassette recorders and 
tape decks) and tape 
players(including cassette 
players). 

33. 

-do- 

Tape deck mechanism. 

34. 

Tyres, tubes and flaps. 

Motor Vehicles(excluding 
two-wheeled motor vehicles 
three-wheeled motor 
vehicles and saloon cars). 

35. 

Electric storage batteries. 

-do¬ 

36. 

Laminated glass and toughened 
glass. 

ll o tor Vehicles, a n sorts 

37. 

Phenol. 

Patent or proprietary 
medicines. 

38. 

Vegetable non-essential 
oils. 

Vegetable product. 

39. 

Vegetable non-essential 
oils. 

Pigment s,colours,paints, 
enamels,varnishes,blacks 
and cellulosic lacquers. 

40. 

Vegetable non-essential 
oils. 

Soap. 

41. 

Vegetable non-essential 
oils. 

Artificial or synthetic 
resins. 

42. 

Chlorinated rubber. 

Pigment s,colours,paints, 
ename1s,va rnishe s,blacks 
and cellulosic lacquers. 

43. 

Nitro cellulose. 

-do- 
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(D 


( 2 ) 


(3) 


44. 

Ester gum 

Pigment s,colours, 
paint s,enamels, 
vamishe s, blacks 
and cellulosic 
lacquers. 

45. 

Castor Oil 

Medicinal grade 
castor oil. 

46. 

Glycerine 

Medicinal grade 
glycerine. 

47. 

Zinc Oxide 

Medicinal grade 

Zinc oxide. 

48. 

Chlorine 

Hydrochloric Acid. 

49. 

Products of the kind 
known as optical 
bleaching agents,sub¬ 
stantive to the fibre. 

Surface active pre¬ 
parations and washing 
preparations whether 
or not containing 
soap. 

50. 

Flexible polyvinyl 
chloride sheetings, 
shee ,s and films not 
containing any 
textile material. 

Textile fabrics im¬ 
pregnated or coated 
with pre-parations of 
cellulose derivatives 
or of other artifical 
plastic material. 

51. 

Inputs falling under 
T.I.68. 

All excisable goods. 
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Appendix-7.3 


III PUT DUTY ADJUSTMENT 


1. 

Metal containers used in 

P or P Foods (IB) or 

Food Produc ts(1C;. 

34/83 dt.27.4.83. 

2 . 

Imported Kerosene used 
in the manufacture of 
R.D.O • 

14/65 dt.20.2.65. 

3. 

Hydrogen Peroxide 

174/71 dt.18.9.71. 

4. 

Dutiable articles of 
plastics if made from 
specified duty paid 
articles. 

100/83 dt.1.3.83. 

5. 

-do- 

101/83 dt.1.3.83. 

6 . 

Nyl. yarn used in the 
manufacture of fishing 
nets/parachute cords. 

187/62 dt.3.11.62. 

7. 

Cellulosic spun yarn/ 
Cotton yarn manufac¬ 
tured from duty paid 
cellulosic spun yarn/ 
Cotton yarn. 

108/83 dt.1.3.83. 

8. 

Radiogram fitted with 
duty paid material. 

162/62 dt.25.8.62. 

9. 

Radiogram fitted with 
record players. 

113/67 dt.17.6.67. 

10. 

Combination W.R.Sets. 

82/78 dt.17.3.78. 

11. 

I.C. Engines used in 

Motor Vehicles. 

246/82 dt.1.11.82. 

12. 

Duty paid parts used in 
Motor Vehicles. 

247/82 dt.1.11.82. 

13. 

Nitro-cellulose lacquers 
for moisture proofing of 
cellophane. 

67/63 dt.4.5.63. 
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Appendix-7.4 


STATEMENT SHOWING COMMODITYWISE REVENUE REALISED 
AND PROFORMA CREDIT UTILISED UNDER NOTIFICATION 
HO.201/79 AND RULE 56-A DURING THE YEAR 1985-84. 




Revenue 

— 1 IH I MSE&USa 1 1 l il 1 I 1 r —1 

Item 

No. 

Commodity 

realised 

during 

(83-84) 

Coop) 

Under 

Notifn. 

201/79 

Cr.1.68) 

Coop) 

%age of 
Revenue 
reali¬ 
sed 

Under 

Rule 56 a 

(other 

than 

T.I.68Yoo5> 

%age of 
Revenue 
reali¬ 
sed 

lUBMI 

■■OJHM 

aamra.1— m 

mm o— 


bmp whum 

■iti mm 

1A 

Confectionery 

37800 

82 

0.22 

2521 

6.67 

IB 

Prepared or pre 
served foods. 

1-169200 

4222 

2.50 

2846 

1.68 

1C 

Food Products 

217300 

1173 

0.54 

572 

0.26 

ID 

Aerated Water* 

371200 

5009 

1.35 

715 

0.19 

IE 

Glucose.Dex¬ 
trose & pre¬ 
parations 
thereof. 

66000 

25 

0.04 

4549 

6.89 

4ll(2) Cigarettes 

9061600 

17634 

0.19 

779 

0.01 

411(5) 

Chewing 

Tobacco 

274700 

665 

0.24 

- 

- 

8 

R.D.Oil & 

Tap. Oil 

4231400 


- 

1 

- 

11 

Coal (exclu¬ 
ding lignite) 

& Coke all 
sorta.includ¬ 
ing calcined 
Petroleum 

Coke.Asphalt 
Bitumen &Tar. 

270700 



59180 

21.86 

12 

V.N.E. Oil 

52400 

2 

- 

14 

0.03 

13 

Teg.Product 

555200 

1005 

0.18 

216 

0.04 

14 

Paints and 
Varnishes 

496200 

17324 

3.49 

30257 

6.10 

14A 

Soda Ash 

229100 

“ » 


17 

0.01 

14AA 

Chemicals 

237400 

1297 

0.55 

- 

mm 

14B 

Caustic Soda 
and Caustic 
Potash. 

415500 

266 

0.06 

155 

0.04 

14BB 

Sodium Silicate 

29200 

8 

0.03 

- 

- 

14C 

Glycerine 

41400 

106 

0.26 

8609 

20.79 







mm 


mmmm 

■nsa 


-0B7" 

—m 

14D 

Syn. Org. 
Dyestuffs 

509600 

48824 

9.58 

19748 

3.38 

14DD 

Syn. Org. 
Products 

32000 

2616 

8.18 

2004 

6.26 

14E 

P or P Medicin¬ 
es. 

1370600 

4948 

0.36 

17549 

1.28 

14F 

Cosmetics & 
Toilet pre¬ 
parations. 

507000 

5696 

1 .12 

74 

0.01 

14FF 

Tooth Paste 

93700 

3408 

3.64 

- 

- 

14G 

Acids 

126900 

95 

0.07 

321 

0.25 

14H 

Gases 

307600 

299 

0.10 

3099 

1.01 

15 

Soap 

434700 

48507 

11.16 

4237 

0.97 

154. 

Plastics 

1605900 

57652 

3.59 

138705 

8.64 

15AA 

Org.Sur. 
ictive Agents 

287500 

30391 

10.57 

22831 

7.94 

15C 

Starch 

73800 

25 

0.03 

172 

0.23 

15D 

Polisnes & 
Creams 

17200 

145 

0.84 

- 

- 

16 

Tyres & Tubes 

3981500 

32858 

0.83 

181504 

4.56 

16a 

Rubber Products 

i 395600 

1602 

0.40 

38 

0.01 

16AA 

Synthetic 

Rubber 

71500 

648 

0.91 

1137 

1.59 







16B 

Wood & Articles 300600 
of Wood 

3239 

1 .08 

5997 

2.00 

17 

Paper & Paper- 2213200 
board,all sorts 

32548 

1.47 

34801 

1.57 

18 

Man-made Fityres8734000 
& Man-made 

Filament yarn 

19113 

0.22 

744058 

8.52 

18A 

Cotton Yarn, 
all sorts. 

1259200 

186 

0.01 

211 

0.02 

18D 

Jute Yarn, 
all sorts. 

51900 



2041 

3.93 

18E 

Non-Cellulosic 
Spun Yarn 

632400 

24988 

3.95 

56 

0.01 

19 

Cotton Fabrics 

1683800 

5426 

0.32 

17055 

1.01 

22 

Man-made 

Fabrics 

2309600 

2568 

0.11 

4036 

0.17 

22A 

Jute Manu¬ 
factures 

556600 

3 

- 

138 

0.02 

22B 

Coated Textiles 

1600 

4 

0.25 

— 

— 




ti 95 
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22F 

Mineral Fibres 
& Yarn 

74100 

200 

0.27 

10385 

14.01 

23 

Cement 

5611300 

8392 

0.15 

3073 

0.05 

23A 

Glass and 
Glassware 

729100 

2463 

0.34 

1692 

0.23 

23B 

Chinaware & 
Porcelainware 

329500 

2080 

0.63 

10 

- 

23C 

Asbestos Cement 
Products 

300200 

162 

0.05 

10 ' '.6 

3.35 

25 

Iron & Steel & 3673800 
Products thereof 

23235 

o. l ■„> 

330025 

8.92 

26A 

Copper 

202000 

47 

o . or 

6943 

3.44 

26B 

Zinc 

228600 

- 

- 

jC 

0.04 

27 

Aluminium 

1194100 

4894 

0.41 

296751 

24.85 

27A 

Lead 

13300 


- 

9236 

69.44 

28A 

Electrical 

Stampings 

246500 

1720 

0.70 

55239 

22.43 

29 

I.C.Engines 

100000 

6797 

6.80 

3900 

3.90 

29A 

Ref. & Air- 
conditioning 
Appliances & 
Machinery. 

541100 

2642 

0.49 

311245 

57.52 

30 

Electric Motors 
and parts 
thereof. 

511500 

1392 

0.27 

112492 

21.99 

30A 

Power Driven 
Pumps 

22300 

785 

3.52 

10018 

A4.92 

3 OB 

Motor Startars 

55300 

1525 

2.76 

1088 

1.97 

31 

Electric Batt¬ 
eries and parts 
thereof. 

574900 

11675 

2.03 

12887 

2.24 

32 

Electric Bulbs 

177200 

5674 

3.20 

117 

0.07 

33 

Electric Fans. 

162800 

1036 

0.64 

98208 

60.32 

33A 

W.R.Sets 

329200 

14748 

4.43 

6352 

1.93 

33B 

Electric Wires 
& Cables. 

734400 

5328 

0.73 

13244 

1 .00 

33C 

Domestic Elec¬ 
trical Appli¬ 
ances. 

64500 

371 

0.58 

2376 

3.63 

33D 

Office Machi¬ 
nes. 

140400 

604 

0.43 

1707 

1 .2? 

33DD 

Computers 

49500 

608 

1.23 

9322 

18.3 7 


W" 

- 

"T5r ~ 

.. 'JEEZ 

Cl J : 

‘ T6T 

“Hz/: 

332 

Electricity 

supply 

Meters 

34300 

145 

0.42 

105 

0.31 

33F 

Musical 

Systems 

3400 

129 

3«79 

51 

1 0 50 

34 

Motor Vehicles 3222800 
& Tractors 
including 

Trailors. 

4069 

0.13 

9760 

0.30 

344 

Parts & Acce¬ 
ssories of 

Motor Vehicles, 
Tractors and 
Trailors. 

244400 

673 

0.28 

3603 

1.47 

343 

Fork Lift 

Trucks and 
Platform Trucks 

22200 

225 

1 .01 

373 

1.68 

36 

Footwear 

49100 

- 

- 

301 

0.61 

37 

Cinematograph 

Films 

83700 

1 

- 

- 

- 

37A 

Gramophones & 
Parts thereof. 

15700 


- 

95 

o»6l 

37AA 

Tape Recorders 

30300 

1222 

4.03 

253 

0.77 

37B 

Cinematograph 
Projectors and 
Parts thereof. 

5900 



648 

10.98 

37C 

Photographic 
Apparatus and 
goods. 

44700 

1281 

2.87 

wm 


40 

Steel Furniture 

110600 

668 

0.60 

84 

0.08 

41 

Crown Corks 

42300 

223 

0.53 

- 

- 

42 

P.P. Caps 

21700 

206 

0.95 

91 

C.42 

43 

Wool Tops 

99900 

- 

- 

998 

1.00 

44 

Watches,Clocks 
& Time pieces. 

113600 

12254 

10.79 

- 

- 

45 

Weighing 

Machines. 

38400 

14 

0.04 

1817 

4-73 

46 

Metal Contain¬ 
ers. 

536300 

6805 

1 .27 

934 

0.17 

48 

Safes & Strong 
Boxes etc. 

70000 

- 

- 

2254 

3.22 

49 

Rolling Bearings. 

203600 

5388 

2.65 

37 

0.02 

50 

Welding 
Electrodes. 

184200 

2980 

1.62 

677 

0.37 
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51 

Coated abrasives 
and Grinding 
Wheels. 

75400 

3787 

11.65 

- 

- 

51A 

Tools 

205700 

296 

0.14 

2 

- 

52 

Bolts, Nuts & 
Screws 

151200 

210 

0.14 

- 

- 

54 

Pressure Cookers 

- 

156 

- 

11 

- 

57 

Camphor 

11000 

1236 

11.24 

- 

- 

58 

Menthol 

4600 

61 

1.33 

- 

- 

59 

Articles of a 
kind used for 
sound recording 
etc. 

31600 

110 

0.35 

2793 

8.84 

60 

Adhesive Tapes 

14600 

153 

1.05 

- 

- 

61 

Electric Light¬ 
ing Fittings 

15200 

115 

0.76 

- 

- 

63 

Wire Ropes 

30200 

146 

0.48 

4812 

15.93 

64 

Carbon Black 

179200 

62 

0.03 

8172 

4.56 

65 

Rubber Process¬ 
ing Chemicals 

61700 

14161 

22.95 

3147 

5.10 

67 

Graphite Elec¬ 
trodes & Anodes 

88300 

5018 

5.68 

- 

- 

68 

All Other Goods 
N.E.S. 

7850500 

1101537 

14.03 

137026 

1.75 


GRAND TOTAL:7,42,76,200 

16,39,316 

2.21 

27,94,778 

3.76 


(Source - Directorate of Statistics 
and Intelligence - Customs and 
Central Excise). 
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Appendix - 8.1 

Review of Bonds executed under Central Excise Lav 


1 . 


B.1(Surety), B.1(Security). 
B.1 (General Surety) Bonds . 


B.1(General Security), 


1.1 The captioned bonds are required to be executed 
for clearances of excisable goods without payment of duty 
leviable for the purpose of export. The maximum amount 
of bond is rupees one lakkand the amount of Security/ 

Surety is 5 per cent for manufacturer exporters and 25 per¬ 
cent for merchant exporters. The maximum period during 
which the goods are required to be exported is two years 
from the date of initial clearance from the manufacturing 
factory• 


1.2 In majority of the ca^es, apart from submitting 
proof of export to the Maritime Collector for effecting 
exports under bond, the exporters have to file duty drawback 
claims with the customs authorities for duty drawback in 
respect of packing materials even though the _oods exported 
are cent per cent of Indian origin. There are a number of 
cases where goods are not exported, particularly by the 
merchant exporters and in such cases, it is difficult to 
trace out the merchant exporters and recover the duty on 
the goods diverted for home consumption instead of exporting 
the same. With a near-universal extension of the proforma 
credit, relieving of duty at the final stage upon exports, 
would ensail lodging a separate drawback claim for duties 
upto the penultimate stage, which would be cumbersome. 

From the administrative angle, grant of rebate of Central 
excise duty paid on goods exported and the duty drawback 
on packing materials is paid by the customs authorities 
from whose jurisdiction the goods are exported would be 
a better arrangement. The facility to export exc.-su' le 
goods under bond by the manufacturer exporters can be 
discontinued. This would not cause any serious harm as 
the duty paid on the excisable goods exported will be 
rebated alongwith the duty drawback on the packing 
materials by the same authority within a period cf 3 
to 4 days from the date of export of me mods and in 
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a system of near universal credit, to entire duty borne 
by the product can be refunded as drawback,. This will 
also avoid the temptation of the exporters to divert the 
goods for home consumption and utilise the excise duty 
otherwise payable for a period of two years as interest 
free working capital. 

1.3 It is not advisable, therefore, to allow clear¬ 
ances of excisable goods for export under bond. However, 
if this facility is to be continued, the full amount 
of bond should be secured by Bank Guarantee which should 
be enforced immediately after the expiry of the period 
within which the goods are to be exported from the date 
of clearance from the factory. This period should be 
restricted to three months only. Failure to export the 
goods within the prescribed time or paying the duty when 
goods initially cleared for export are diverted for home 
consumption should be visited with deterrent penalty 
instead of a maximum penalty of Rs.2,000/- only as at 
present. 

2. B.2 and B.2(A) Bonds 

Since the manufacturers who are required to pay the 
Central excise duty on the finished products own plant and 
machinery and in majority of cases, the raw materials, land 
& buildings where excisable goods are manufactured Delong 
to such manufacturers, any unauthorised disposal of the 
goods could be taken care of through the normal adjudica¬ 
tion proceedings and in case any manufacturer fails to 
pay the amount of duty and penalty demanded, unless stayed 
by the higher authorities, excisable raw materials/finished 
products, land and building, plant & machinery etc. could 
be detained or the excisable goods could be attached and 
sold for the recovery of the amount due to the Government 
by giving seven days notice to the defaulter. 

3. B.3 (Surety/Security) and 3.3(TR) 3onds . 

There is no justification to allow the sa±e of 
Sxcise Stamps (banderols) on credit since in no other case 
such facility is granted and, particularly when the inci¬ 
dence of Central excise duty on tiny and cottage sectors 



engaged in the manufacture ui matches is negligible. 
Further, the maximum value of Central excise stamps 
that can be obtained after execution of these bonds 
shall not exceed the total price of unused Central 
excise stamps and of those indented, an average out¬ 
turn of the factory for a number of days, not exceed¬ 
ing ten, to be fixed by the Collector. Further, the 
purchase of Central excise stamps under bond is restri¬ 
cted to the amount of security furnished against the 
bond. Manufacturers can purchase Central excise stamps 
against cash for their requirements of 5 to 10 days. 

As such, these bonds could be abolished. 

4. B.4(Surety) and B.4(3ecurity) Bonds . 

4.1 These bonds are required for storing the goods 

in public/private bonded warehouses. The Croup is of the 
view that barring some exceptions, no excisable goods 
should be allowed to be cleared without payment of duty 
and as such the question of movement of excisable goods 
in bond does not arise, rfith the changes proposed in 
respect of levy of duty on petroleum products where the 
duty would be charged on the basis of "crude-throughput", 
the question of allowing the movement of petroleum 
products fromrefineries to installations or from one 
installation to other installation in bond also does not 
arise. 

4.2 Under notification No,2-Camp-Central Excise dtd. 
2.12.1984, issued under Rule 1d9 of the Central Excise 
Rules the provisions of Chapter VII have been made appli¬ 
cable to Coffee. By another notification No.2-Camp- 
Central Excises dated 2.12.1944, the provisions of 
Chapter VII of the Central Excise have been made appli¬ 
cable to Coffee removed from any warehouse administered 
by the Central Government. Here also it is felt that 

no serious damage to the revenue would be caused if 
coffee is allowed movement without execution of bond. 
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Appropriate provision could be made in the law providing 
deterrent penalty for any breach if coffee is not properly 
accounted for. However, in the case of notification No. 
219/83-CE dated 20.8.1983 where cigarettes, aerated waters, 
prepared and preserved foods, aluminium foils and aluminium 
covers, stainless stfcel cutlery, butter and cheese are 
allowed clearances without payment of duty from the factory 
for supplies to stores, foreign going vessel or aircraft 
or to the meal uplift station outside India subject to 
the execution of bond may be allowed to be continued 
as it will be a time consuming process for the suppliers 
to file rebate claim for every flight or for every 
foreign going vessel when the aforesaid goodsare 
supplied. 

5. B.4(A) Bond. 


No purpose is served by execution of this bond as 
any contravention of rule 27 of the Central Excise Rules, 
19^4 could be adjudicated and suitable penalty imposed. 



As stated above, with the suggestion abolition of 
clearances or movement of goods under bond, the necessity 
of these bonds will not longer exist. 

7. B.7 Bond. 

This bond is required to be executed by the 
manufacturers of confectionery for export under claim 
for rebate of duty on the sugar content. Since the sugar 
purchases by the confectionery manufacturers is duty 
paid, there is hardly any Justification for execution 
of this bond. The input duty could be claimed as duty 
drawback from the Customs authorities. 
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8. B.8(Security). 3.8(Surety) bonds. 

g.1 These bonds are required to ensure that the 
excisable goods cleared without payment of duty or at 
lower rate of duty are properly accounted for use in 
special industrial purposes. Most of the goods where 
Chapter X Procedure is availed of and require execution 
of these bonds pertain to petroleum products, tfith the 
suggestion for a scheme of levy on petroleum products 
on the "crude-through-put", the selling organisations 

of tvie i oe^ftr n-vyd trKxjci'n £5 vOou(d hrcxk.<£. Ccxvfe, 

of the existing concessions in pricing such products 
for different industrial uses and also allocating the 
quantities to different factories based of their past 
consumption and other relevant factors. Consequently, 
the question of movement of petroleum products under 
bond will not arise. 

8.2 In the case of products other than petroleum products, 

where the duty is charged at a lower rate, also, the 

goods would be required to be cleared at normal rate of 

duty since duty paid at normal rate would be given to 

the manufacturers as proforma credit for duty payable 

on the finished products. However, in those cases where 

the end product is totally exempt, it is felt that there 

is no necessity of granting the facility of getting the 

excisable raw materials at nil rate of duty. Therefore, 

in case of manufacturers obtaining raw materials at 

nil or lower rate of duty for producing goods which 

are subject to duty, suitable provision could be made 

in the law so that adequate penal action is taken against 

such manufacturers if any misuse of the concession takes 

place. 
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9 . 


B.10 


fe.13(^eneral Surety) Bonds. 


B.10(Security), B.13(General Security). 


In the light of the system suggested, there mhould 
not be any case of reopening assessment and the decision 
on classification disputes would be decided in the course 
of 15 days from the date of receipt of the classification 
list, the submission of which is made obligatory before 
any clearance of goods takes place. Keeping in view 
the detailed tariff description and the lesser number 
of rates of excise duties suggested by the Group, classi¬ 
fication disputes are likely to come down considerably 
and consequently, the necessity of provisional assessments 
and Hie execution of the aforesaid bonds may not arise to 
the extent it is done today. However, in case of mis- 
declaration of the composition of the goods, the classi¬ 
fication could be finally decided only after the test 
in the laboratory. In such cases also, if the composition 
of an article, on laboratory test, is found to be different 
From that declared by the manufacturers resulting in short 
levy of duty, such short levy could be recovered by 
adjudication proceedings by imposition of suitable penalty 
without reopening the assessment. In the case of valuation, 
if any misdeclaration is found, suitable action should be. 
taken by adjudication proceedings whereunder penalty to 
cover at least the amount of duty evaded is recovered. 


9.2 In view of what has been stated above, all these 
bonds pertaining to provisional assessment of goods could 
be abolished. This will ensure that there is no uncertainty 
about the assessment in the case of genuine assessees while 
those who indulge in mis-declarations would be liable to 
severe penalties though the past assessments in their cases 
also would not be opened. 

10 B.11 (Security) Bond. 

This bond could also be abolished if necessary 
provision is made in the Central Excise Rules that seized 
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goods could be released on payment oi a deposit to be fixed 
by the adjudicating authority, keeping in mind the approxi¬ 
mate amount of duty including penalty which would be imposed 
at the adjudication stage. It will, however, be necessary 
to exercise discretion where the goods are seized from 
the customers who had bonafidely purchased the goods on the 
ground that appropriate amount of duty has been paid on 
such goods. 

11. B.12(General Surety) and 3.12(General Security) 

Bonds. 

In line with the suggestion in the preceding 
paragrapns there is no necessity of allowing clearance 
of goods without payment of duty from the warehouse to 
other and for export of these goods under bond since 
exports under bond would be stopped and all goods which 
are cleared ior exports should be made on payment of 
duty,. Even if exports are allowed under bond, there is 
no necessity to allow movement of goods from a factory 
to a warehouse or from one warehouse to another warehouse 
under bond. Consequently, the necessity of these bonds 
would no longer exist. 

12. E2> . I-*4- eriera! , 

Under rule A 9 of Central Excise Rules, the 
manufacturers are allowed to pay duty at 'nil* rate 
or lower rate in respect of the goods specified in 
the notification issued by the Central Government. 

The unpaid amount of duty along with the interest is 
payable later on and for which necessary bond is to 
be executed. This facility is granted to enable a 
sick unit to pay •nil* or lower rate of duty at 
the time of clearance. Except in one case where this 
facility was granted and the assessee failed to pay 
the uppaid amount of the duty and the interest, no 
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notification has been issued so far as it has led to 
the abuse of the concession. The bond could be abolished. 

13 B.15(Oeneral Surety) and B.15(General Security) 

Sonds. 


In view of the suggestion for dispensing with 
bonded movement of the goods in all the cases, as there 
are enough provisions in law to deal with the manufac¬ 
turers who contravene any provisions of the Central 
excise law with an intent to evade payment of duty, 
there is no necessity of retaining these bonds. 

14. B.l6(General Security/Surety) Bonds. 

Keeping in view, the aforesaid discussion , 
there would not be any need to execute a bond to cover 
duty liability on any particular activity. Hence, the 
question of retaining a General Bond covering individual 
bonds does not arise. 

15. Bond under rule 191-B(2) of the Central Excise 
A.ules. 1944 '^or o'bi'ai'nlng excisable goods without 
payment of duty for the manufactureof articles 
in bond: 

Since in the majority of cases, input duty 
in respect of the goods exported is rebated through the 
scheme of drawback of customs and Central excise duties, 
the Group feels that there is no necessity of allowin 
the manufacturers to obtain excisable goods without 
payment of duty. Here also, once the goods are manu¬ 
factured from duty paid inputs, the manufacturers can 
claim rebate of input duty through the scheme of drawback, 

1 6. Bond to clear without payment of duty finished 

notified goods made from non-duty paid excisable 
goods (inputs) to the premises of other' person 
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for completion of certain manufacturing process 
and to bring back finished goods to the parent 
factory for export or to clear such goods for 
export from the premises of other person. 

In the light of the suggestion for dispensing 
with export under bond excisable goods which are used as 
inputs for the manufacture of finished goods for exports 
could be cleared on payment of duty so that the possibility 
of getting rebate of,Central excise duty under rule 191B of 
the Central Excise Rules as well as duty drawback on 
the customs side in respect of the duty paid on the inputs 
used in the manufacture of finished product is avoided,. 
Excisable goods should be cleared on payment of duty for 
export so that one single authority would be in a position 
to pay duty drawback in respect of duty paid on inputs as 
well as the rebate of central excise duty paid on the 
finished product. However, where semi-manufactured goods 
are cleared to the premises of other person for completion 
of manufacturing process, suitable provision could be made 
in the law itself so that duty and penalty adjudged for 
contravention of the provisions of the law are recovered 
by attachment of and sale thereof of excisable goods and by 
detention of plant and machinery. In any case / finished goods 
shall be exported under claim for rebate of duty, 

17. Bond (security) to be entered into by the manu¬ 
facturer" of hookah tobacco from non-duty paid 
unmanufaciur'ecl tobacco/other excisable goods. 

x 7' ' Since the duty on unmanufactured tobacco- has been 
abolished in the year 1979 , the necessity of bringing 
unmanufactured tobacco in bond without payment of duty no 
longer exists. Other goods required for the manufacture 
of hookah tobacco should be purchased on payment of duty 
and the drawback of duty paid on such other goods along 
with the rebate of duty paid on hookah tobacco could be 
claimed from Customs authorities from whose jurisdiction 
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the goods are cleared for export. 


> 7 - 2 - in addition to the above relevant bonds there 
are 28 bonds for which statutory forms have not been 
prescribed. These bonds could also be dispensed with 
in view of the adequate measures which already exist 
in the Central excise Law for taking penal action against 
t'.ie manufacturers contravening the provisions of tue law. 
These bonds are discussed in the sudfiosding paragraphs. 


18. 


(a) Bond to cover movement of goods for carrvin. 


out any process under rule 56-AC7) of the 
Central Excise Rules. 

(b) bond to cover the liability of duty on semi¬ 
finished goods whicii are"removed for carrying 
out further process etc, under rule 56-3 of 
the Central Excise Rules. 

(c) Bond to cover movement of goods from the 
premises of the primary manufacturer to and 
from that of "the secondary manufacturer 
under rule fi>6-£ of the Central ExciseTaw. 

In all the above mentioned 3 cases, since the 
manufacturers are having their own land, building, plant 
and machinery, excisable raw materials and finished 
products, necessary action can be taken against the 
defaulting manufacturers by way of adjudication and 


imposition of suitable penalties. As such, there is 
hardly any necessity of retaining these bonds. 


19. 3ond to cover removal of birls from one factory 

to other for further process. 

Since biris once cleared on payment of duty are 
exempted from further duty even if these are further 
processed under notification No.111/83-CE dated the 1st 
March, 1983, there is no justification to retain this 
bond and the provisions of rule 95-A of the Central 
i-icise Rules, 1944 can be deleted. 
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20. Bonds to cover removal of cotton fabrics 

or .jute manufactures from one factory to 
another lor processing and return thereof 
either to ano t her factory for further 
processing or to the factory (S,Nos:6-1- 
of Annex. II ). _’__ 

There is no duty on unprocessed cotton 

fabrics and as such the question of movement of 

unprocessed cotton fabrics from one factory to 

other factory for processing no longer arises. 

Further, duty on jute manufactures is specific 

and as such there is hardly any necessity for 

allowing movement of jute manufactures in bond 

for processing, apart from the fact that in a 

very few cases such facility is being availed of, 

the processing loss is also negligible. However, 

in a few cases processed cotton fabrics are sent 

for reprocessing to other factories. Here also 

since the benefit of proforma credit is available, 

cotton fabric once processed be cleared on payment 

of duty and such duty could be claimed as proforma 

credit by another factory where such processed 

fabrics are reprocessed. 

21« Bonds to cover removal of cotton fabrics 
where they are manufactured to another ~~ 
factory for embroidery.(S,Nos.11-i3 of 
Annexure ll ). 

There is no factory which manufactures 
cotton fabrics as well as embroiders the same. 
Processed and unprocessed cotton fabrics fall 
under Item No.19.I of the First Schedule to the 
Central Excises and Salt Act, 1944 while 
embroidered fabrics fall under Item No.19«II of 
the said Schedule. Since unprocessed cotton 
fabrics are now exempt from duty, this facility 
was being abused by bringing the grey fabrics in 
bond and after embroidering the same no further 
processing duty could be recovered as grey 
embroidered fabrics do not fall under Item No.19.I 
of the said Schedule and consequently, the rates 
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of duty prescribed for processed fabrics were not 
applicable when embroidered grey fabrics were 
subject to processing. However, in some cases 
where processed fabrics are purchased, there is no 
justification for allowing the facility of bonding 
movement as such processed fabrics would be cleared 
on payment of duty and subsequently embroidered by 
paying duty under compounded levy scheme or at the 
effective rate of duty. In fact, no such facility 
has been granted in the case of fabrics coated, 
impregnated or laminated with cellulose derivatives 
or with other plastic materials or even in the case 
of flocked fabrics. The necessity of prescribing 
these bonds should, therefore, no longer exist in 
future and hhe provisions of rule 9&DD of the Central 
Excise iiules, 1y44 could oe deleted. It may further 
be stated that no such facility has been allowed in 
respect of other faeries like man-made fabrics. 

22. Bonds for removal of embroidered cotton 

fabrics without paymeni of duty to one or 
more fatories for the purpose of further 
embroidery or return of such fabrics 
after fur ther embroidery to the originating 
factory IS.No, 14-16 'of the Annex.flTT b 

There is hardly any factory where part of 
the embroidery is done in one factory and further 
embroidery is done in another factory except in very 
stray cases. Here also apart from the fact that such 
facility has not been granted in case of man-made 
fabrics and since the facility of proforma-credit is 
available the goods could be clreared on payment of 
duty for further embroidery and the factory where 
the fabrics were to be further embroidered would claim 
the benefit of proforma credit and thereafter clear 



the goods on payment oi' duty. If the embroidered fabrics 
after re-embroidering in another factory are to be returned 
to the ori inating factory, the same could be allowed 
after payment of duty where the embroidered fabrics are 
further embroidered in relaxation of the provisions of 
rule 51A of the Central Excise Rules, 1944. 

25. Bonds of cover removal of cotton yarn or jute 

twist, yarn thread, ropes and twins without"payment 
of duty from"one factory to another for the purpose 
of processing or packing or for the purposes of 
manufacture of cotton fabrics or jute manufactures. 
r5nJoT17=Tg of Annex.'"TT3. 

2.3.1 There is no justificarion for allowing the removal 
of cotton yarn without payment of duty in bond to another 
factory for processin or packing as a duty on cotton 
yarn,specific and such facility only results in 
postponement of payment of duty for carrying out the oper¬ 
ations which are not subject to excise duty. Similarly, 
the necessity of the movement of cotton yarn in bond 
without payment of duty for the manufacture of cotton 
fabrics no longer exist since unprocessed cotton fabrics 
are exempt from duty. 

0-3.2. Likewise, in the cast-of jute twist, yarn thread, 
ropes and twins?* the movement of these goods without 
payment of duty under bond for the prupose of processing 
or packing is also not justified since the duty on jute 
twist, yarn, thread, ropes and twinssis specific and there 
is no justification for allowing the movements of goods under 
the bond for the purpose of carrying out the operations which 
are not subject to duty. There are a few cases where jute 
yarn is cleared under bond without payment of duty for tue 
manufacture of jute manufactures. HevEalso, since the faci¬ 
lity of proforma credit is extended to jute yarn and jute 
manufactures there is hardly any justificauion to allow 
the movement of jute yarn under bond without payment of duty 
for the manufacture of jute manufactures. Consequently, the 
provisions of rule 96E of the Central Excise Rules could be 
deleted. 
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Bond for removal of processed cotton yam without 
payment of duty to one or more factories for the 
purposes of further processing and or return 
thereof to the originating factory.(£>.I^o. 20-22 
of' Annex,, ll) 


As stated in the preceding paragraphs since the 
duty on yarn is specific, no purpose is served to postpone 
the payment of duty specially when the operations for which 
such removals under bond are allowed do not attract any 
further excise duty. 


Bond for removal of cellulosic spun yarn without 
payment of duty from one factory to another 
factory of the same manufacture for the purpose 
of manuf actu re of cotton fabrics.(s.No. 23 -Zf> of 
Annex, llj 


Since there is no duty on unprocessed cotton 
fabrics, the justification for movement, of cellulosic 
spun yarn in bend without payment of duty no longer 
exists except for postponement of the payment of central 
excide duty when spun yarn is manufactured. As such, 
the deletion of the provision of rule 96 E of me Central 
Excise Rules, 1944 is recommended. 


Bond for claiming refund of duty paid on 
excisable inputs in the manufacture and 

packing of notified goods which are exported" 
provided no drawback of duty is claimed, in 
respect of duty paid on suen inputs.!£>.^ 0 .' 26 
of Annex. II) “ 


Sitoce duty drawback rates a re prescribed on all 
industry basis in respect of the duty paid on raw materials 
contained in the finished products which are exported, it 
would be better if provisions of rule 191 A are deleted 
from the Central Excise Rules since the duty drawback 
rates exist in respect of the excise duty paid on inputs. 

It is always advisable to have one agency for granting 
relief of duty paid on inputs where the finished products 
are exported to avoid misdeclaration on the pa-rt of the 
manufacturers and ejqsorters or lapses on the part of the 
officers in granting rebate under rule 191A of the Central 
Excise Rules, 1944 as well as duty drawback from the 
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customs side. The finished products could also be 
cleared on payment of duty since as suggested earlier, 
one single authority should pay the rebate of Central 
Excise duty and also the duty drawback of duty paid 
on inputs contained in the finished goods exported. 


27 . 


Bond to cover movement of goods received under 
Chapter Xl oi t he Ce n tral Excise Rules for 


carrying out further process.(iS.No. 
Annex. II) 


~27~o7 


Where excisable goods liable to duty are to be 
cleared for furthef process in another factory and 
thereafter to clear the finished goods on payment of 
duty from another factory, there is no need for 
execution of bond as any contravention by way of 
misuse or non-accountal could be dealt with by adjudi¬ 
cation proceedings for the purpose of recovery of duty 
and imposition of suitable penalty, whereever necessary. 

In any case, since the land, building and plant and 
machinery of the factories from where the goods are 
cleared without payment of duty and also where the 
goods are further processed belong to the manufacturers, 
there should be no difficult in recovery of duty and 
penalty by attachment of the excisable goods and 
detention of the plant and machinery, land and building. 

In view of the uniform extension of the proforma credit 
facility, there is no Justification for allowing the 
movement of goods without payment of duty from one factory 
to another factory and as such the provisions of Chapter X 
of the Central Excise Rules could well be abolished. 


Bond to cover movement of goods for carrying out 
any process.IS.No. 28 of Annex. 11) 


What has been stated in paragraph 20(a), (b) and 

> . rfijixQ-* 

(c) is equally applicable in this case and as suchyis 
hardly any necessity for execution of bond when the goods 
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are cleared from a factory to another factory for 
carrying out further process and return thereof to 
the factory from where the goods are cleared for 
carrying out further process. 

- X - 
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Annexure-I 

BONDS FOR WHICH STATUTORY FORMS HAVE BEEN PRESCRIBED 


S,No, 

Title of the Bond 

Description/purchases of the Bond 

RuleNo. 




■LC9BH 

1. 

B.I(Sur) 

For the due despatch of excisable 
goods removed for export. 

13 

2. 

B 0 1(Sec.) 

For the due despatch of excisable 
goods removed for export. 

13 

3. 

B.1(Gen. Sec.) 

For the due despatch of excisable 
goods removed for export. 

14 

4. 

B. 1 ( Gen. Sur.) 

For the due despatch of excisable 
goods removed for export. 

14 

5. 

B.2 

For the due disposal of excisable 
goods on manufacture. 

48 

6. 

B.2(A) 

For satisfactory accounting for 
excisable goods on manufacture. 

48 

7. 

B.3(With surety 
security) 

In respect of Central Excise 

Stamps obtained on credit. 

65 

8. 

B.3(T.R.) 

(Trust receipt) 

In resyec-t of Central Excise 

Stamps obtained on credit. 

65 

9. 

B.4(Sur.) 

For public/private bonded 
warehouse. 

140 

10. 

B.4(Sec.) 

For public/private bonded 
warehouse. 

140 

11. 

B.4(A) . 

For a curer's private bonded 
store-room. 

27 

12. 

B.5(Sur.) 

For the due arrival or/and re- 
warehousing of excisable goods 
removed from one factory/ware¬ 
house to another. 

96D(3) 

96DD(2) 

96E(3) 

& 153 

13. 

B.5(Sec.) 

For the arrival and rewarehou¬ 
sing of excisable goods removed 
from one factory/warehouse to 
another. 

96D(3) 

96DD(2) 

96E(3) 

& 153 
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14. 

B.5(Gen. Sur.) 

For the due arrival or/and re¬ 
warehousing of excisable goods 
removed from one factory/ware¬ 
house to another. 

96D(3) 

96DD(2) 

96E(3) 

& 154 

15. 

B.5(Gen. Sur.) 

For the due arrival or/and re¬ 
warehousing of excisable goods 
removed from one factory/ware¬ 
house to another. 

96D(3) 

96DD(2) 

96E(3) 

& 154 

16. 

B.6 

For duty on excisable goods 
deposited in a public bonded 
warehouse. 

164 

17. 

B.6(Gen. Sec.) 

For duty on excisable goods 
deposited in a public bonded 
warehouse. 

164 

18. 

B.6(Gen. Sur.) 

For duty on excisable goods 
deposited in a public bonded 
warehouse. 

164 

19. 

B.6(Gen. Sec.) 

For duty on excisable goods 
in a public bonded warehouse. 

164 

20. 

B.7 

To be executed by manufacturer 
of confectionery for export 
under claim for rebate of duty 
on the sugar content. 

191 

21 . 

B.8(Sec.) 

For due disposal of excisable 
goods obtained (without payment 
of the whole or part of the 
duty) for use in special 
industrial purpose. 

192 

21 . 

B.8(Sur.) 

For due disposal of excisable 
goods obtained (without 
payment of whole or part of the 
duty) for use in special 
industrial purpose. 

192 

23. 

Form B.10(Sur.) 

For provisional assessment of 
goods to excise duty. 

9-B 

24. 

For. B.10(Sec.) 

For provisional assessment of 
goods to excise duty. 

9-B 

25. 

B.11(Sec.) 

For obtaining release of seized 
goods pending adjudication. 

206 

26. 

B.12(Gen. Sur.) 

For storage, for the due arrival 
and rewarehousing, and for removal 
from time to time for export to a 

14,140 

I 5 S 


26 
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27. 


28. 

29. 

30. 

31. 


32. 


33. 


Q.12(Gen. Sec.) 

B.13(Gen. Sec.) 
B.13(Gen 0 Sur.) 
B.l4(Gen. Sur.) 
B.15(Gen. Sur.) 


B.lp(Gen. Sec.) 


foreign country of (excisable) 
goods without payment of duty. 

For storage, for the due arrival 
and rewarehousing and for removal 
from time to time for export to 
a foreign country of (excisable) 
goods without payment of duty. 

For provisional assessment of 
goods to excise duty. 

For provisional assessment of 
goods to excise duty. 

For part payment of duty and 
interest thereon. 

For the due disposal of, and 
satisfactory accounting of 
excisable goods on manufacture, 
for the due arrival and re-ware- 
housing of excisable goods 
removed from one factory/ware¬ 
house to another and for removal 
from time to time for export to 
a foreign country of manufactu¬ 
red excisable goods without 
payment of duty 

For.the due disposal of, and 
satisfactory accounting of 
excisable goods on manufacture, 
for the due arrival and 
rewarehousing of excisable 
goods removed from one 
factory/warehouse to another and 
for removal from time to time 
for^ export to a foreign country 
for manufactured excisable goods 
without payment of duty. 


14 

140 & 
154 


9-B 


9-B 


9 and 
49 

14, 

48, 

96D(3), 

96DD(2), 

96E(3)* 

154 


1 ^, 

48, 

96D(3), 

96DD(2) 

96E(3)& 

154 


9 


B.16(Gen.Sec./Sur.) 


For storage, for due arrival and 
warehousing and for removal from 
time to time for export to a 
foreign country of excisable goods 
without payment of duty, for the 


9-B, 

13 & 14 
48, 

96D(3). 

96DD(2) 


9 


9 
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34. Modified Bond 
as under the 
Customs Act. 


35. 


36. 


m 


mi 


disposal of, and satisfactory 
accounting of excisable goods 
on manufacture, for due 
accounting and disposal of 
excisable goods obtained with¬ 
out payment of the whole or 
part of the duty for use in 
special industrial purposes, 
for obtaining provisional 
assessment of goods to excise 
duty under Rule 9-B. 


96E(3) 
140,153, 
154,164 
and 192 


For obtaining •_ xcisable goods 1913(2) 

without payment of duty for the 
manufacture of articles in bond. 

Bond to clear without payment of 191B 
duty finished notified goods (4 a) 

made from non duty paid excisable 
goods (inputs) to the premises 
of other person for completion 
of certain manufacturing process 
and to bring back finished goods 
to the parent factory for export 
or to clear to the goods for 
export from the premises of 
other person. 


Bond (Security) to be entered 
into by the manufacturer of 
hookahtobacco from non-duty 
paid unmanufactured tobacco/ 
other excisable goods and 
subsequent export. 


191B 

(Notfn.No. 
3/61-C.E., 
dated the 
4th Feb., 
bl as 
amended 
by Notfn. 
25/78-CE, 
dt/11/2/78, 
amd No.124/ 
78-CE, dt/ 
22/5/78). 
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Armexure-II 


Bond for which statutory forms have not been prescribed♦ 


s. 

No. 

Description of purpose of bond/bonds 

Rule/Notifi- 
cation No. 




1. 

Bond to cover clearances without payment 
of duty materials or component parts or the 
materials and component parts which have been 
partially processed and eturn thereof to 
the parent factory. 

56A(7) 

2. 

Bond to cover clearances of semi-finished 
goods for carrying and certain manufacturing 
processes or clearances of excisable goods 
for test to other premises and thereafter 
bring finished goods to the parent factory 
or clear goods on payment of duty or for 
export such goods from the premises of other 
person/assessee/other manufacturing premises 
belonging to t.,e owner of the parent factory. 

56-B 

3. 

Bond to cover movement of goods by the 
primary manufacturer to and from s econdary 
manufacturer. 

56-0 

4. 

Bond to cover removal of biris manufactured 
by a manufacturer to his another licensed 
premises or to the premises of another asse- 
ssee for completion of certain manufacturing 
processes and clearances therefrom on payment 
of duty or for export. 

95-A 

5o 

Single consignment bond to cover removal of 
cotton fabrics or Jute manufactures- from 
one factory to another without payment of 
duty for processing. 

96-D 

6. 

General Security Bond -do- 

96- D 

7. 

General Surety Bond -do- 

96-D 

8. 

Single consignment bond to cover removal of 
processed cotton fabrics or Jute manufactures 
from one processing factory xo other of from 
the processing to the parent factory without 
payment of duty. 

96 D 

9. 

General Security Bond -do- 

96 D 

10 . 

General Surety Bond -do- 

96 D 
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11„ Single consignment bond to cover removal of 96 DD 

cotton fabrics where hey are manufactured to 
another factoryfor embroidery. 


12. General Security Bond -do- 96 DD 

13. General Surety Bond -do- 96 DD 

14. Single consignment bond, for emoval of 96 DD 

embroidered cotton fabrics wihout payment 

of duty to one or more factories for the 
purpose of further embroidery or to the 
originating factory, 

15. General Security Bond 96 DD 

16. General Surety Bond 96 DD 

17. Single consignment Bond to cover removal of 96 E 
cotton yarn or jute twist, yarn thread, ropes 

and twines without payment of duty from one 
factory to another for the purpose of pro¬ 
cessing or packing or for the purpose of 
manufacture of cotton fabrics or jute manu¬ 
factures. 

18. General Security bond 96 E 

19. General Surety Bond 96 E 

20. Single consignment bond for removal of 96 E 

processed cotton yarn without payment of 

duty to one or more factories for the 
purpose of further processing, or to the 
originating factory, 

21. General Security Bond -do- 96 E 

22. General Surety Bond -do- 96 E 

23. Single consignnent Bond for emoval of 96 EE 

cellulosic spun yarn without payment of 

duty from one factory to another factory 
of the same manufacturer for the purpose 
of manufacture of cotton fabrics. 

2U, General Security Bond -do- 96 EE 

25. General Surety Bond -do- 96 EE 
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26. Bond for claiming refund of duty paid on 191 A 

excisable inputs used in the manufacture 

and packing of notified goods which are 
exported. 

27. To cover movement of goods received under 196 BB 

Chapter X for carrying out any process. 

28. To cover movement of goods for carrying Para 6A of 

out any process. Appendix 

to Noti¬ 
fication No. 
201/79-CE, 
dated 4/6/79. 





